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Throughout Asia, we are helping to provide 
advanced communications systems solutions. 

This involves digital switching, Intelligent 
Networks, PBX, mobile communications, micro- 
wave links, optical submarine cables and rural 
communications. 

As part of Alcatel Alsthom, we believe in 
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working in close partnership with our custome 
to provide these solutions. Solutions which brit 
people together both within Asia and with tl 
rest of the world. 

Examples of our participation range fro 
Pac Rim East and West (a 15000km underse 
fiber optic cable providing worldwide lin 
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he pace of reform is accelerating in 
Asia's telecommunications sector as 
governments scramble for access to the 


TELECOMMUNICATIONS global information highway, the REVIEW's 
REVOLUTION Annual Focus on telecommunications 


eee reports. Digital systems offer an easy way 
to play catch-up with the developed 
world, while foreign financiers and 
telecoms companies are happy to provide 
money and technology to advance 
telecommunications. The wiring of Asia 
means billions of dollars in new business 
and will demand new thinking from 
governments used to tight political control 
of telecommunications. Page 35. 
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Washington holds out a carrot to Islamabad ^ 
while also wooing India. Page 14. Regional 


14 Diplomacy: South Asian nuclear proposals run into flak 
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18 Cambodia: Thai refugee repatriation sours relations with Bangkok 


+۷ TOWN LUS TINO 308801 


19 Australia: Two women aim for the top job in politics 
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21 Hong Kong: Inheritance-law revision sets off political outcry 

24 Taiwan: Government still under fire for wildlife trade 


25 Sri Lanka: Opposition wins big in regional council polls 
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China disappoints Kim Young Sam over the aircraft project revived with Boeing's help 
Korean nuclear issue. Page 16. 
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ADVICO YOUNG 


The small TWO engine Beechcralt shook like a TOY 


plane in the wind as we headed for that Australian gold mine. 
My heart was in my throat when we skidded to a landing in a 
small clearing, and I thought of my cozy office back in Zurich”, 
says Rolf Eckert, Project Finance, UBS. “But of course you can’t 
2) 


manage a $ 120 million syndicated loan from your desk. 


| | ICTITIOUS Name, 1uthentic story) 












OBS) Union Bank 
G/ of Switzerland 


Not banking as usual. 





NEW ORI LONDON '"AKIS, FRANKFURT ZURICH, SINGAPORI HONG KONE TOKYO; BOMBAY BEIJING, SEOUL, TAIPEI, OSAKA, SYDNEY 


The members of the Comex 
expedition pushed forward the 
frontiers of the impossible, living 
and working at an unprecedented 
depth of 1,700 feet below the 
surface of the Mediterranean. 
During this eight-day mission, they 
relied on an extraordinary time- 
piece: the Rolex Sea-Dweller. 

Part of what makes a Rolex 
Oyster so dependable is the design 

— AV ۱ of its rugged 
۱ h Í. case, which is 
Wo sculpted from 

a solid block of metal, using 


as much as 60 tons of pressure. 





The Rolex movement is 


further protected by the Triplock ° ° 
“inasa l T: Divers can function to 1,7 00 feet. 


> Designed according to The Rolex Sea-Dweller to 4,000. 


the same principles as a submarine hatch, the prestigious red seal that signifies it is an 





this ingenious device screwsdownonto Official Swiss Chronometer. 

the Oyster case to ensure a watertight The extraordinary process that goes into 

seal — in the case of the Sea-Dweller, making a Rolex helps explain why it has 
í à 


pressure-proof to a depth of 4,000 feet. 





The Sea-Dweller also features a 


patented helium escape valve to allow ` Sra” ice-cap and the depths of the Pacific Ocean. 





expanding gases within the Oyster case to be As divers descend ever deeper, 山 
released during the divers ascent, so the timepiece their Rolex timepieces will go right 

i ا‎ - ROLEX 
does not experience explosive decompression. along with them. alja of Genewa 





After undergoing a series of gruelling tests 
at Rolex, Oyster timepieces are sent to an 
independent Swiss Institute, the Contróle 
Officiel Suisse des Chronométres. There, each 
watch must successfully undergo 15 days and 
nights of rigorous testing before it is awarded 


The Rolex Oyster Sea-Dweller in stainless steel with matching Fliplock Oyster bracelet 
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EDITORIAL 


Beijing Ducks 


China takes a short-sighted position on Korea 


e are not quite sure what the Chinese want on the 
Korean peninsula. But we do know what they 
don't want. As South Korean President Kim Young 
Sam was told during his just-ended visit to Beijing, the Chi- 
nese oppose sanctions against the North, Patriot missiles for 
the South or even a draft United Nations resolution taking 
North Korea to task for interfering with inspections of its 
nuclear sites. All this the Chinese made perfectly clear be- 
fore Mr. Kim's arrival. "If pressure is applied to North Ko- 
rea," Chinese President Jiang Zemin said, "that can only 
complicate the situation on the North Korean peninsula." 
It's hard to square this position with Mr. Jiang’s assur- 
ances to Mr. Kim that China wants a nuclear-free Korean 
peninsula — the same assurance Beijing gave South Korea 
in August 1992 when the two normalised diplomatic rela- 
tions. But it's even harder to square this view with China's 
own interests. True, in the short-term China may have less 
reason than do some of its neighbours to fear a nuclear- 
armed North Korea. Indeed, any number of Chinese ana- 
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lysts probably find a divided and preoccupied Korean pe- | 


ninsula in China's interest. 


The introduction of nuclear arms, however, radically al- | 


ters this balance. For the threat posed by Pyongyang’s bla- 
tant violation of the Nuclear Non-Proliferation Treaty ex- 
tends far beyond North Korea's traditional enemies. It un- 
settles the foundation upon which Asia's stability has rested 
for the past four decades: namely, an agreement by Japan to 
reject its own nuclear arms in favour of an American secu- 
«tity umbrella. With the American umbrella now springing 
leaks, any failure to persuade Pyongyang to drop its nu- 
clear-arms programme would almost certainly lead to 
wholly understandable decisions by both Seoul and Tokyo 
to pursue their own programmes. China may well prefer a 
divided Korea to a united and prosperous Korea of 70 mil- 
lion people on its border. But the more likely outcome of 
China's policies to date will be a divided Korea where both 
North and South possess the bomb. 

The potential for such a spectacle explains the recent vis- 
its to Beijing by Mr. Kim and Japanese Prime Minister Mori- 
hiro Hosokawa. China may not have the power to stop 
Pyongyang — "China has only a limited role," Foreign Min- 
istry spokesman Shen Guofang says — and its influence has 
certainly waned since it normalised relations with Seoul and 
turned down some of North Korea's previous requests for 
more arms and aid. But both Mr. Kim and Mr. Hosokawa 
know that without Beijing's active assistance any effort, 
short of war, to bring North Korea to heel will ultimately 
prove futile. For any economic sanctions hinge on China, 
which remains North Korea's lifeline to the outside world, 
providing about three-quarters of the country's critical food 
and oil imports. 


From the Chinese side, the row over North Korea n 
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not seem as urgent as other matters, such as its trade status 
with the United States. Beijing may even take an under- 
standable pleasure watching the North Koreans tweak Bill 


Clinton's nose. But great nations distinguish between mo- : a 


mentary gratifications and long-term interests. Unless Bei- 
jing uses what leverage it has on North Korea today, it may 
wake up to find it has mortgaged its tomorrow. m 


Protectionism in Disguise 
Mahathir blasts trade tactics 


he prime minister of Malaysia has been in the news 
recently because of allegations in the British press 
implying payments to Malaysian officials. In his inter- 
view in this week's REVIEW, Datuk Seri Dr. Mahathir Mo- 
hamad makes some allegations of his own against the West 
that deserve serious consideration. In particular, Dr. Ma- 
hathir finds troubling connections between the West's pro- 
motion of such causes as labour rights and environmental- 
ism and newer, more insidious forms of protectionism. 

During a week when the American negotiator at the Gen- 
eral Agreement on Tariffs and Trade (Gatt) surprised every- 
one by announcing that new international labour standards 
would head his Gatt agenda, Dr. Mahathir noted that com- 
parative advantage in world markets comes in many forms. 
Like many countries, Malaysia's chief advantage is low-cost 
labour. "When we were just tapping rubber and mining for 
tin they did not bother with whether we were well paid," 
he told us. Now that Malaysia uses its low-cost labour to 
compete, the industrialised world wants higher labour 
standards — meaning mandated higher wages for all. The 
same raise-costs-to-our-level mentality exists for environ- 
mental standards, where Dr. Mahathir notes that "they have 
already exploited whatever resources they have." 

The West, especially the U.S., has led the fight for free 
trade over the past half century. But free trade means leav- 
ing countries free to make use of whatever comparative 
advantages they choose — whether it be a low-cost economy 
to retain low wages or a decision to postpone investments 
in the environment until people have reached a certain level 
of wealth. Nor is the Malaysian prime minister alone here, 
At a meeting of developing nations in New Delhi, Indian 
Prime Minister P. V. Narasimha Rao likewise worries that 
Western lobbying for mandated labour policies and envi- 
ronmentalism may simply be an effort to "introduce new 


protectionist agendas" into the global economy. The West . E 


risks its moral authority to demand freer trade if it tries to ` 
outlaw the comparative. advantages of the developing 2 


world. As Dr. Mahathir warns, "People who d کل‎ I 
also practise in order to be c edible” : 
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This index lists significant references to com- 
panies in this week's issue of the Far Eastern 
Economic Review. Pages refer to the page of each 


article where the company reference appears. The 
index does not include reference to companies in 
Focuses, Special Reports or Where to Put Your 
Money. 
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Subscribe to the Review 

Never risk missing an issue of the Review, Asia's 
business newsweekly, by subscribing today 
Published since 1946, the Review is the world 
authority on Asian current affairs, business, 
economics and investment. 
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Far Eastern Economic Review on Air 
The Review s daily half-hour television show is ٦ : YN | 
broadcast on satellite network Asia Business «+++ «eee 
News. Review correspondents and editors discuss a topic in the 
news wilh expert guests. Nury Vittachi tells his on-air Travellers' 
Tales. The show, moderated by ABN s Martin Soong, airs at 12:30 
p.m., 8 p.m. and 10:30 p.m. Hong Kong lime. 


Asia 1994 Yearbook 

Published since 1959, the Review Yearbook is 
the indispensable guide to the major political 
and economic events of the year in Asia. The 
1994 edition, US$46 in hardback, US$34 in 
paperback, includes coverage of 32 countries. 
Subscribers to the Review receive a 20% discount 


۸۱۱۰۸۵ Travel Guide 

Never take a business trip or vacation without your | 
copy of this travel quide to 26 countries in Asia. | 
This 16th edition, US$23.95, includes a new 
section on business do s and 00173. It is the only | 
guide you will ever need for travel in Asia. | 
Subscribers to the Review receive a 20% discount. 




















China Trade Report 

This monthly newsletter has the latest inside 
information on trade and investment in this 
dynamic emerging market. Edited by Review 
journalists, China Trade Report provides the 
information that no one who does business in 
China can afford to miss. Twelve issues a year. — 一 
lor 6 
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annual Review 200. The full results and 
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Subscription Services 
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China Phone Book & Business Directory 

Telephone numbers are hard to find in China. 
The world turns to the Review's China Phone 
Book as the most authoritative directory now 
available. Published twice a year and available 
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China Fax & Telex Directory 

Need to send a telex or fax to China? Get the right 
numbers from this most reliable source. 
Published yearly and available for US$27 
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Grand that puts you in a 
Hyatt premier position. 
Taipei. 
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mountain views. 
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Asia, talk to your local partner. 


with the Pacific Rim), to the ASIASAT 2 satellite 
program. To date, more than 42 million digital 


lines are installed or on order. 
A success which not only makes us number one 
worldwide but, more importantly, confirms our 


commitment to total customer satisfaction. Alcatel. 
Your reliable partner in communications systems. 
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LETTERS 





All letters must include the writer's name and address and are subject to editing. 
Letters may be mailed to the Review, GPO Box 160, Hong Kong, or faxed to (852) 503-1530. 





Tough Times 

With regard to your March 17 editorial 
Guns for Butter and news article Tempers 
Flare, while Mahathir's tough stand to- 
wards Britain can be attributed to his cho- 
sen style and personality, what is expected 
of a newspaper must be somewhat differ- 
ent — at least for a newspaper claiming to 
offer quality news 
where objectivity 
ought to be para- 
mount. Sadly, | have 
found that the Sunday 
Times has clearly devi- 
ated from this path, 
though of course that 
remains the paper's 
prerogative. 

As someone who 
is involved in invest- 
ment in Malaysian eq- 
uities, the sensational- 
ist tone adopted by 
the Sunday Times is a 
great source of am- 
usement. I hasten to 
add that this is not 
dissimilar to the ru- 
mours aimed at creat- 
ing a feverish reaction 
among punters in the Malaysian stockmar- 
ket. Editorial opinion and sensationalism 
have replaced fair reporting. As the main 
"evidence" for its case, the Sunday Times 
offers the opinions of individuals who in- 
clude Jomo Sundram (a former economic 
adviser) and John Toye (an academic). 1 
cannot believe that either is any more a 
recognised authority on Malaysian busi- 
ness and politics than 1 am. 

If it truly cares so much for the public 
interest, the Sunday Times would do well to 
investigate the £3.5 million (US$5.2 million) 
golden handshake that Rover management 
accepted in its deal with BMW. The amount 
of money here dwarfs the £50,000 alleg- 
edly offered to Malaysia's prime minister. 

While we're on the subject of social res- 
ponsibility, I can see that the day when the 
press will mature into a role where it builds 
rather than damages relationships remains 
far off. In my opinion the Sunday Times has 
abused its press freedom, and I am glad 
that other quality media have not followed 
suit. 

JOHN M. LO 
Ealing 
Britain 


Having read your editorial as well as your 
news coverage about the Sunday Times’ al- 
legations of corruption on the part of the 
prime minister of Malaysia, | think you 
miss the point. If the prime minister is not 
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Malaysia: press burdens. 


guilty of corruption, why does he not sue 
the Sunday Times? The accusation has come 
from neither the British Government nor 
British contractors, so why should they be 
penalised? At least the British press has the 
freedom to express its opinions, right or 
wrong, which is more than can be said for 
the tamed Malaysian press. 

| feel it is also 
wholly wrong that the 
prime minister can 
ban British businesses 
from Malaysian Gov- 
ernment contracts 
when Malaysia's par- 
liament has not de- 
bated the issue. It is 
not the first time such 
cavalier action has 
been taken. 

As a Briton I be- 
lieve the British Gov- 
ernment should link 
arms contracts or any 
other business deals to 
the supply of aid. For 
as many years as I can 
remember, the Japan- 
ese have stood ac- 
cused of being "Japan, 
Inc." — and more power to them. It is high 
time that Western governments adopted a 
similar business approach. It may not be 

"cricket," but perhaps the rules of the game 
should be rewritten to take advantage of a 
playing field that never was even in the 
first place. 


NIJHOF OHYHH3O 


GRAEME LAIRD 
Bangkok 


Fire Sale 

The title Trading with the Enemy [THE 5TH 
COLUMN, Mar. 10] is the most perceptive 
part of Thant Myint-U's article. Burma's 
State Law and Order Restoration Council 
(Slorc) has made itself the enemy of the 
Burmese people. This fact is crucial to un- 
derstanding Burma. No matter what the 
sycophants may say, traitorous trading 
with Slorc keeps the enemy in power and 
betrays the Burmese people. 

How did Burma's "tragic cycle of pov- 
erty" begin? No need to look for compli- 
cated factors. The incompetence, ignorance 
and greed of Gen. Ne Win and his de- 
scendants reduced Burma to a basket case. 
The economic causes of the 1988 uprisings 
are well known, but Thant Myint-U's claim 
that Japan and the West subsequently iso- 
lated Burma is a fantasy. Rather than say- 
ing that "isolation has not worked," he 
should say that isolation has not been tried. 
Japan recognised Slorc almost immediately 
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in order to have one more head of state 
attend Emperor Hirohito's funeral. Given 
the huge investments in Burma by compa- 
nies from the West and from Japan, one 
can hardly say that these governments 
"continue to keep the country at arm's 
length." While we may agree that Japan 
and the West need to rethink their ap- 
proach, the conclusion surely should be 
that now is the time to stop trading with 
the enemy. 

The Burmese Way to Capitalism is a 
farce. What appears to be a liberalisation of 
trade is simply Slorc's way of putting Bur- 
ma’s natural resources up for a “fire sale." 
This means foreign exploitation, not actual 
investment. If the government truly wants 
to aid the people of Burma, it will not 
strengthen Slorc but will give substantial 
support to their pro-democracy activists, 
many elected but forced into exile, who 
truly represent the people. 

VISAKHA KAWASAKI! 
Nara Prefecture 
Japan 


Philippine Charms 

Filipinos never cease to amaze me. After 
producing an Imelda Marcos who herself 
“put the Philippines on the map" with her 
demented antics, they have now produced 
a socialite named "Baby" Arenas [IN OTHER 
WORDS, Feb. 3] who wants the world to 
ignore the fact that her country's main ex- 
port today consists of female domestic 
servants who are found practically every- 
where in the world today. 

Will having Luciano Pavarotti perform 
in Manila really bestow status to the Phi- 
lippines? It is very difficult to take such a 
country seriously. 

FRANCIS LIM KIN-ON 
Hong Kong 


To the Contrary 
I was quite surprised to read your citation 
[At Loggerheads, Mar. 10] of Governor 
Jacob Pattipi's comment that the 
Organisasi Papua Merdeka (OPM) in the 
Indonesian-occupied territory of Irian Jaya 
no longer exists. According to the latest 
Swiss Review of World Affairs, a journalist, 
with camera, just spent three weeks with 
the group. It may be true that, due to a 
complete lack of interest by the outside 
world, the OPM has very little chance 
against the Western-supported Indonesian 
regime in Irian Jaya, but they are there, 
eking out what they can. 

PETER THOMPSON 


Oxford University 
Britain 
APRIL 7, 1994 
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In Other Words 





* If you have a message you 
want to deliver to the people, 
it's best to let a man do the 
talking. But if you have a job to 
do and want it done right, 

get a woman. ” 


Raisa Gorbachev, wife of the former 
president of the Soviet Union, during the 
couple's five-day visit to Taiwan. 


“ We should look at that trip a 
little bit like the way Mark Twain 
considered Wagner's music: it's 
not as bad as it sounds. ” 
U.S. Assistant Secretary of State Winston 


Lord, defending his boss Warren 
Christopher's recent visit to China. 


“If managed well, it is a wonderful 


opportunity. "' 


Japanese Minister of Defence Kazuo Aichi, saying the North 
Korean nuclear stand-off offers Tokyo a good chance to 
expand its defence policy. 


“Li is bullish on Merrill Lynch. ” 
A headline in China's official China Daily shortly after 
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Jes KE: 


NEWS ITEM: NORTH KOREA THREATENS SOUTH KOREA DURING RECENT TALKS 
BETWEEN THE TWO NATIONS. 


“ There appears to be a preponderance of 
these children. In order for you to do 
something else in the evening, | will 
remit P1 million [US$36,300] . . . for 
cable television. ” 


Philippine President Fidel Ramos, suggesting a new method 
of birth control while on a visit to three northern provinces. 


°“ If we lower our eyes, we cannot see the 
cluttered way. If we look up, there it is — the 
advertisement for women's underpants. ”’ 


Chinese Premier Li Peng met with Daniel Tully, head of the 


New York-based investment house. 
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NEWS ITEM: BANGKOK'S TRAFFIC WOES CONTINUE TO WORSEN. 
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A young Thai monk, complaining about 
the prurient influences that invade 
religious life in Thailand. 


“She may have no choice 
but to join us. ” 


Toshikuni Matsunaga, vice-president of 
the Ali-Japan Women's Professional 
Wrestling Association, on the group's 

US$2 million offer to U.S. figure skater 

Tonya Harding to wrestle in Japan. 
Harding is now banned from 
amateur skating. 
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“ A drop of water can wear 
down a stone, but it has to 
continue dripping. ” 


Cable-TV pioneer Ted Turner, stressing 
the importance of repetition, when asked 
in Hong Kong how television can be a 


Nop/Bangkok Post positive social force. 


Please share quotes you see: REVIEW, GPO Box 160, Hong Kong, or fax (852) 503-1530. 
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Lunar Eclipse 


South Korea's Unification Church, led 
by its spiritual guide, the Rev. Sun Myung 
Moon, had hoped to do its bit to preserve 
peace on the Korean peninsula last month 
by arranging an intriguing procession to 
Pyongyang. As the high point of his Sec- 
ond World Peace Conference, held in Seoul 
on March 25-26, Moon had hoped to lead a 
distinguished group of former heads of 
state to Pyongyang via the border crossing 
at Panmunjom. The delegation would have 
included former British Prime Minister 
Edward Heath and former Soviet President 
Mikhail Gorbachov, both of whom were 
invited to speak at the conference. North 
Korean leader Kim Il Sung gave his con- 
sent, but the plan was aborted at the last 
minute by South Korean President Kim 
Young Sam, who presumably feared it 
would complicate negotiations with 
Pyongyang over the nuclear issue. 


National Service 

Manila's so-called "six taipans" are not 
happy at having been forced by President 
Fidel Ramos last year to form a P600 mil- 
lion (US$21.9 million) corporation, now 
called Emerging Dragon. The six magnates 
— Alfonso Yuchengco, Lucio Tan, Andrew 
Gotianun, John Gokongwei, George Py 
and Henry Sy — were virtually obliged by 
Ramos to form the consortium when the 
president told them that he was concerned 
about intelligence reports that they were 
investing heavily in China instead of their 
own country. According to one of the six, 
Ramos even hinted that news might leak 
out of their investments overseas, prompt- 
ing a Senate investigation. More recently, 
the tycoons were confused by Ramos' de- 
cision on March 16 to give the go-ahead to 
the state-owned Bases Conversion Deve- 
lopment Authority to develop the former 
U.S. Clark air base in Pampanga province 
as an international airport. The tycoons had 
understood that their consortium's main 
project would be the modernisation of the 
existing Ninoy Aquino International Air- 
port in Manila, and they worry that the 
viability of this airport could be undercut 
if the government focuses its efforts on the 
Clark facility. 


Unhappy Returns 


Hong Kong's Hopewell Holdings is 
understood to be reviewing its future plans 
in China after Chinese Premier Li Peng re- 
portedly ruled out private power projects 
with a rate of return of more than 12%. 
Hopewell, which has plans to build at least 
12 plants of 660 megawatts each in China, 
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calls the ruling unacceptable and is trying 
to determine just how serious Li is. Hope- 
well Managing Director Gordon Wu has 
recently been scouting prospects in Indo- 
nesia, where the rate of return on the coun- 
try's first private power project is about 
23%. 


Slowing Spread 

While the incidence of Aids in Thailand 
is one of the highest in the world, there are 
now signs that the spread of the deadly 
disease in the country is slowing. Accord- 
ing to the Aids Control and Prevention 
Project, an international organisation 
funded by the U.S. Government, venereal 
disease growth rates in Thailand are drop- 





The Thais are heeding the message. 


ping as more Thais practise safer sex. This 
factor, it is thought, is translating into a 
slowdown in the increase of cases of HIV, 
the virus that leads to Aids. Thailand is 
estimated to have as many as 600,000 HIV 
cases. But the organisation warns that 
within two or three years Asia will over- 
take Africa in the incidence of Aids, with 
India and Thailand the worst affected. 


Diplomatic Grumbles 


U.S. diplomats in Seoul are becoming 
increasingly restive over the direction of 
Washington's policy towards North Korea. 
With the embassy's influence in Washing- 
ton on the decline under the weak leader- 
ship of political appointee James Laney, 
described by one insider as "a minor 
friend" of Bill Clinton, foreign service pro- 
fessionals have become frustrated by 
Washington's sabre-rattling over Pyong- 
yang's refusal to submit its nuclear instal- 
lations to full inspection by the Interna- 
tional Atomic Energy Agency. Their fear is 
that elevating the degree to which North 
Korean President Kim Il Sung's policies 
threaten the region plays into his hands 
and makes finding a solution more diffi- 
cult. 
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VIETNAM 


U.S. Agency Returns 


The United States Agency for 
International Development will 
resume work in Vietnam after 
an absence of 19 years by 
setting up an orphanage and a 
training centre for 
disadvantaged children in the 
central Vietnamese city of 
Dalat. Washington lifted its 
trade embargo against Hanoi 
in February in response to 
Vietnam's increasing 
cooperation in the search for 
American servicemen missing 
since the Vietnam War. 


Malaysian Example 
Vietnamese Communist Party 
chief Do Muoi, on a visit to 
Malaysia from March 23-26, 
said Vietnam is keen to learn 
from Malaysia's success in 
industrialising its economy. 
Malaysian Prime Minister 
Datuk Seri Mahathir 
Mohamad offered Muoi 
assistance in rural 
development and technical 
training in car manufacturing, 
electronics and petroleum- 
based industries. 





Goh goes to Burma. 


BURMA 

Isolation's End 

Singapore Prime Minister Goh 
Chok Tong arrived in Burma 
on March 28, ending the 
diplomatic isolation the 
Rangoon junta has endured 
since it crushed a national pro- 
democracy uprising in 1988. 
Goh is the second head of 
government to visit Burma 
since 1988 after Laotian Prime 
Minister Gen. Khamtav 
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Hanoi's men in the Spratlys. 


Siphandone, who visited in 
1992. Singapore has identified 
Burma as a potential 
investment area. 


KOREA 
No-Attack Pledge 


North Korea said on March 29 
it would not launch an attack 
on South Korea, despite recent 
warnings that the row over its 
nuclear weapons programme 
could lead to war. The North's 


š ambassador to Thailand, Li 
Do Sop, responded with an 


emphatic “No” when asked 
about the possibility of attack. 
“We are defensive only,” he 
said. 


PAKISTAN 

Sedition Charges 

Police are prepared to charge 
nine politicians of the 
opposition Muhajir Qaumi 
Movement (MQM) party with 
sedition, after three people 
were killed and 18 wounded 
in rioting in Pakistan's 
commercial capital of 

Karachi on March 27. The 
violence erupted during a 
general strike called by the 
MQM, whose supporters are 
mainly urban descendants of 
Partition migrants from India. 
More than 2,000 people have 
died in ethnic and political 
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clashes in Karachi since 
1986. 


JAPAN 
Election Win 


Ruling coalition candidate 
Masanori Tanimoto won the 
election for governor of coastal 
Ishikawa prefecture on March 
27, beating opposition Liberal 
Democratic Party (LDP) 
candidate Hiroshi Ishikawa by 
a narrow margin. Tanimoto's 
victory will give added 
impetus to talks on forming a 
new anti-LDP political alliance 
before the lower house 
election, which will be the first 
following reform of the 
electoral system. The date for 


the election has not been fixed. 


PHILIPPINES 
Amnesty Offer 


President Fidel Ramos on 
March 25 proclaimed a general 
amnesty for all rebels, along 
with policemen and soldiers 
facing charges for crimes 
committed in connection with 
counter-insurgency operations. 
The amnesty programme 
requires registration and sets a 
six-month period for rebels to 
take advantage of the reprieve. 


Demilitarisation Call 


President Fidel Ramos called 
on March 29 for the six nations 
with claims on the Spratly 
Islands in the South China Sea 
to demilitarise the area. 
Countries surrounding the 
South China Sea should 
exploit and develop the 
region's resources together, he 
told a news conference after 
talks with Vietnamese leaders 
during the first official visit by 
a Filipino head of state to 
communist Vietnam. The 
Philippines and Vietnam are 
among six claimants to part or 
all of the potentially oil-rich 
Spratlys, along with Brunei, 
China, Malaysia and Taiwan. 
Aside from Brunei, all 
claimants have troops in the 
area. 
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CHINA 
Businessman Freed 


China released a Hong Kong- 
based businessman after seven 
months of detention. Phillip 
Cheng, an American citizen 
arrested on suspicion of 
misappropriating investment 
funds, plans to sue the 
authorities who detained him. 
Following pressure from the 
U.S. Embassy in Beijing, a 
superior court reviewed the 
case and found that at least one 
key document had been forged. 


INDIA 

Kashmir Inquiry 

Two inquiries have 
recommended charges against 
personnel of the paramilitary 
Border Security Force (BSF) over 
the killing of 31 Kashmiri 
demonstrators at Bijbehara on 
October 22 last year. A BSF 
inquiry said 14 personnel 
should be court-martialled for 
undisciplined firing, but said 
demonstrators had tried to 
snatch a weapon from one 
trooper and anti-Indian 
militants had fired at the 
security men, wounding an 
officer. But a magistrate found 
12 BSF troopers had used 
excessive force without 
provocation, and that the 
Officer's wound was an old 
one. 
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Anti-U.S. agitation in India may be aggravated by new moves to! resume ide of the F16 (right) to Pakistan. 


DIPLOMACY 


Fighters for Peace? 


U.S. plans to cap Pakistan’s nuclear programme in return for 
sale of F16s and a conference on non-proliferation run into 


South Asian flak. 


By Hamish McDonald in New Delhi with 
Susumu Awanohara in Washington 
A: States sit a row of F16 fighters bear- 
ing the green-and-white emblems 
of the Pakistan air force. The 38 high-per- 
formance planes are configured for missile- 
fights against intruders, but could — with 
the addition of special bomb racks and 
sighting devices — become attack bombers 
that sneak under radar defences at low 
level and hurl a nuclear weapon. 

Can an offer to turn over potent wea- 
pons like these to a country believed to 
have a small stockpile of nuclear bombs, 
be the start of a peace process? It can, says 
the U.S. State Department, which at the 
end of March launched new efforts to re- 
vive nuclear arms control talks between 
India and Pakistan — South Asia’s per- 
petually antagonistic neighbours. 

As well as the F16 carrot held out to 


a desert air base in the United 
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Pakistan, Washington has taken a new pro- 
posal to India for talks on non-prolifera- 
tion designed to overcome New Delhi's 
objection to any nuclear arms regime re- 
stricted to the South Asian region. Replac- 
ing the earlier idea of five-power talks in- 
volving India and Pakistan with the U.S., 
China and Russia, Washington now sug- 
gests bringing in other nuclear powers — 
Britain and France — as well as non-nu- 
clar ones — Japan and Germany — to 
give the talks a "global" character. 
However, the U.S. initiative is set to face 
problems all round. Pakistan has linked its 
nuclear programme with that of India, and 
has maintained that the dispute over Kash- 
mir should also be resolved. India is un- 
likely to budge on Kashmir. Moreover, 
New Delhi would not want to be equated 
with Pakistan over the nuclear issue, which 
it considers as a global one. The scope of 
the South Asian non-proliferation talks was 
so broad and vague that no immediate re- 
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actions were forthcoming from both New 
Delhi and Islamabad. More important, key 
senators in the U.S. Congress would balk 
at any attempts to ease up on Pakistan at a 
time when they want to tighten the nu- 
clear screws on North Korea — another 
Asian suspect in the atomic arms race. 

All the same, Washington's twin pro- 
posals were key elements of talks in New 
Delhi from March 22-26 held by U.S. As- 
sistant Secretary of State for South Asian 
Affairs Robin Raphel. They will be taken 
up again in early April with a visit by 
Deputy Secretary of State Strobe Talbott. 
Both tours are also preludes to a Washing- 
ton visit by Indian Prime Minister P. V. 
Narasimha Rao expected in early May. 

Raphel's visit succeeded in taking some 
of the steam out of India's view of the U.S., 
built up over the past year by Washing- 
ton's more explicit concern about the dead- 
locked situation in the disputed state of 
Kashmir and the human rights violations 
there. In talks with Indian officials, as well 
as in a public speech, Raphel tried to knock 
down perceptions of an American "tilt" to 
Pakistan. 

At first glance, the F16 proposal looked 
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to the Indians like an even more alarming 
tilt towards Islamabad. However, U. S. of- 
ficials believe that the deal holds something 
for both sides. They hope that despite the 
objections put to Raphel by Foreign Secre- 
tary K. Srinivasan and others, the Indians 
would see that it moved the nuclear de- 
bate “in a positive direction.” 

The offer to release 38 fighters, bought 
by Pakistan but held up since mid-1990 by 
U. S. suspicions of a covert nuclear wea- 
pons programme, comes at a price: Paki- 
stan would have to agree to a verifiable 
cap on its production of fissile material. 

By “verifiable” the U.S. means Pakistan 
would have to let officials of the Vi- 
enna-based International Atomic 
Energy Agency snoop around its 
nuclear installations and take meas- 
urements of fissile material stock- 
piles. “It's a very big pill for Pakis- 
tan to swallow," admitted one sen- 
ior U.S. official. 

But even before Pakistan swal- 
lows the bitter pill, the State Depart- 
ment faces an uphill task of persuad- 
ing the Congress to clear the sale of 
Fl6s. Congressional critics say the 
administration's policy, if imple- 
mented would set a very bad prece- 
dent. Sen. John Glenn said: "What 
kind of message does this send to 
other nations to whom we are try- 
ing to tell, 'do not develop weapons 
or we will not cooperate with you'?" 
Pakistan's example will show that it will 
make no difference even if these nations 
developed nuclear weapons, Glenn added. 

At a recent Congressional hearing, Sen. 
Larry Pressler commented that the admin- 
istration's policy seemed to be driven by a 
desire to "build the F16s, get them paid 
for and delivered" than anything else. “I 
can't follow the logic of how [giving] a 
nuclear weapons delivery vehicle to a 
country that has a bomb is going to some- 
how slow the arms race" between India 
and Pakistan. 

But the administration's hurdles with 
the Congress mattered little in India, where 
the twin proposals caused officials in New 
Delhi to choke. Indian analysts pointed out 
that the deal left Pakistan in possession of 
its existing stockpile of nuclear bomb cores, 
and handed over the planes that with some 
modifications could be used to drop them. 
Pakistan had got an earlier batch of Fl6s 
on the condition it did not make nuclear 
weapons: it was because Islamabad broke 
that deal that the 1990 export ban was im- 


The trade-off means that Pakistan gets 
its aircraft, without having to "roll back" 
its nuclear weapons programme by de- 
stroying the bomb cores it has already 
made, the earlier U.S. condition for arms 
transfers. 

On its side, India would know that at 
least Pakistan won't be making more 
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Pressler (left), Bhutto: questions. 


bombs. Part of the F16 deal would also re- 
quire periodic inspections to check that the 
new planes were not modified for nuclear 
bombs. 

The proposal also takes the first step 
into Pakistan's court in the South Asian 
nuclear game, whereas under the "roll 
back" proposal Pakistan argued that it 
could do nothing until India also agreed to 
do the same. 

Meanwhile the wider nuclear talks are 
designed to counter India's long-standing 
position that nuclear arms are a global is- 
sue, and that it is inherently unfair to let 
the existing five powers keep their bombs 
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Hot Potato 


On the surface, there isn't much that is 
new about the current United States of- 
fer of 38 F16s to Pakistan in return for 
the freezing of its uranium enrichment 
process and the inspection of its nuclear 
facilities. However, there is one signifi- 
cant difference. Whereas previously 
Washington demanded that Islamabad 
"roll back" its programme or melt 
down the 10 nuclear bombs it is re- 
ported to have in its basement, this time 
Washington is only insisting on verifi- 
cation of the nuclear facilities. 

Facing considerable U.S. pressure in 
1992, Pakistan said then that it had fro- 
zen uranium enrichment and was not 
making any more bombs. The U.S. 
wants to test this out with international 
inspections. In other words, Islamabad 
would not have to destroy its already 
assembled bombs. Pakistan could keep 
its small nuclear deterrent, untouched 
and uni 

"The whole issue boils down to the 
security environment around Pakistan 
and that means Kashmir," said a senior 
Pakistani diplomat involved in the ne- 
gotiations with Washington. "Without 
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while expecting others to agree not to build 
them. India has rejected a bilateral dialogue 
with Pakistan, and rejected the five-power 
dialogue on this basis. 

The list of participants is not fixed, and 
could be extended to include Uzbekistan 
and Kazakhstan, the two former Soviet re- 
publics in Central Asia that were left with 
nuclear weapons and industrial facilities on 
their soil. 

European diplomats said the proposal 
canvassed by Washington with allies in- 
cluded Germany and Japan in talks about 
non-proliferation. The aim is apparently to 
avoid having India and Pakistan talking 
only to the five permanent mem- 
bers of the UN Security Council, 
who are also the five nuclear wea- 
pons states under the nuclear Non- 
Proliferation Treaty. Including the 
two economic powers, whom India 
would see as candidates along with 
itself for an expanded Security 
Council, also makes the point that 
power does not come just from nu- 
clear weapons. E 
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some tangible moves by India 
towards resolving the Kashmir 
dispute, Pakistan cannot afford 
to let down its guard,” he added. 
Sources said that in initial discus- 
sions within the Pakistani estab- 
lishment about the U.S. propos- 
als, the army, which runs the nuclear 
programme, Prime Minister Benazir 
Bhutto and President Farooq Leghari all 
agreed on pressing the U. S. to help re- 
duce tensions with India before any 
deal can be seriously negotiated. How- 
ever, India, which is already opposed 
to the U.S. deal, is unlikely to let Pakis- 
tan off the hook so easily by letting it 
acquire F16s. 

Pakistan is also expected to demand 
more from the U.S.: for example, not 
just the 38 F16s and P3 anti-submarine 
aircraft it has paid for, but the entire 
package of 72 F16s it originally ordered. 
India would balk at a Pakistani demand 
for more American weapons and most 
likely criticise Washington for fuelling 
the arms race. 

The most volatile political issue is 
the question of inspections. Pakistan's 
position has been to allow inspections 
only if India does the same. However, 
the new proposals indicate that Wash- 
ington would put pressure on India 
only after Pakistan has accepted inspec- 
tions. With the acute polarisation be- 
tween Bhutto and the opposition, any 
acceptance of i ions could unleash 
a severe backlash not only from the 
politicians but also the public. 

m Ahmed Rashid 
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RELATIONS 


Making Haste Slowly 


Seoul, Tokyo, play up to Beijing on North Korean issue 





By correspondents in Beijing, Seoul, 
Washington and Tokyo 


S 





outh Korean President Kim Young 
Sam found himself dining on an 
unusual dish on his recent trip to 
Beijing: humble pie. His predecessor Roh 
Tae Woo had made the same journey in 
1992, but Beijing has yet to reciprocate. 
And, though Kim returned from his trip 
with plenty of that diplomatic essential, 
face, he didn't get what he 
wanted most: a promise from 
China that it would pressure 
North Korea to open its nu- 
clear installations for inspec- 
tion by the International 
Atomic Energy Agency (IAEA). 

Yet face may be enough for 
Kim to call the March 26-30 
visit a triumph. Accommodat- 
ing Beijing's sensibilities re- 
garding Pyongyang, says a 
North Asian diplomat, could 
allow Kim to temper his own 
Washington-instigated 
hawkishness on the issue of 
North Korea's nuclear pro- 
gramme — a position Seoul is 
not comfortable with. “Some- 
times a junior sibling finds it 
easier to have two big brothers, rather than 
one,” says the diplomat. This way, Kim can 
allay the qualms of domestic doves while 
at the same time placating the business 
lobby with the prospect of greater access to 
the vast China market. 

Before Kim's departure for China, South 
Korean Foreign Minister Han Sung Joo 
conceded Seoul's support for Beijing's de- 
mand that the United Nations Security 
Council downgrade its plea for inspections 
of the North's nuclear installations from a 
resolution to a "statement." A vote on a 
resolution would require China to go on 
record with either a veto or an abstention. 
A statement requires no vote. Seoul might 
be going along with the Chinese proposal 
so that Beijing is given a chance to work its 
persuasion on Pyongyang before any UN 
sanctions are imposed, says the North 
Asian diplomat. "Only then can South Ko- 
rea and the West expect China to at least 
abstain, rather than veto any sanctions 
resolution," he says. 

Kim's visit to China came on the heels 
of a two-day trip to Japan, where he and 
Japanese Prime Minister Morihiro Hoso- 
kawa agreed that it was vital to leave open 
“windows of dialogue" with Pyongyang. 
This, they believe, would forestall any im- 
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mediate hardline international moves 
which would leave the Kim Il Sung regime 
feeling isolated. Somewhat paradoxically, 
the two prime ministers also called on the 
international community to “take a united, 
resolute stand" to prevent North Korea 
from continuing to evade IAEA inspections. 

If Seoul and Tokyo have their way, the 
UN will move with slow deliberation in 
adopting sanctions against North Korea, 
and China will play a bigger role in coax- 





Kim (right) with Jiang in Beijing: no promise over North Korea. 


ing Kim Il Sung into quiescence. The Secu- 
rity Council's adoption of resolutions urg- 
ing Pyongyang to allow full IAEA inspec- 
tions and to promote dialogue with Seoul 
were an appropriate next step, Kim said. 
He hoped "the international community 
can avoid imposing economic sanctions on 
Pyongyang." 

So does Hosokawa. Tokyo is already 
waffling publicly on its ability to cooperate 
fully with any UN-mandated sanctions 
without amending its pacifist constitution. 
Hosokawa said Tokyo would join efforts 
to impose sanctions “within the limit of the 
constitution." He would not elaborate, but 
Foreign Ministry and Defence Agency offi- 
cials have indicated separately that Japa- 
nese forces couldn't take part in, or even 
provide logistical support to, a military 
blockade of North Korea without changes 
in Japanese law. 

As for China, diplomats in Beijing won- 
dered if it would be bound by sanctions 
even if the UN mandated them. As the con- 
duit for North Korea's energy supplies, 
which comprise the bulk of Pyongyang's 
meagre imports, China has "an effective 
veto" on any measures the UN might 
adopt, a Western official notes. “And we've 
seen how Beijing can drag its heels for 
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years about a whole host of things, from 
copyright enforcement to prison labour in- 
spections, without actually rejecting inter- 
national declarations outright." 

At the UN, meanwhile, the United 
States turned its draft resolution on the 
North's nuclear programme into a non- 
binding statement in the hope of getting 
China's agreement. It urged Pyongyang to 
allow an IAEA team to complete an inspec- 
tion of its facilities. Noted with "grave 
concern" was the fact that North Korea is 
“in further non-compliance with its safe- 
guards agreement, and has aggravated 
this situation by not allowing IAEA inspec- 
tors . . . to conduct indispensable inspec- 
tion activities at their seven declared nu- 
clear sites." The draft did not raise the is- 
sue of sanctions in the event of further 
North Korean non-compli- 
ance, but said that the coun- 
cil would "remain actively 
seized of the matter and . . 
consider further Security 
Council action if necessary." 

Complicating the issue 
was Russia, which proposed 
an international conference 
outside the UN framework. 
Moscow was also against a 
Security Council "statement" 
as opposed to a resolution. 
The Russian envoy to the UN, 
Yuli Vorontsov, declared that 
the issue was too important 
for anything but a resolution 
from the Security Council. 
The proposed meeting would 
be attended by the two 
Koreas, the U.S., Japan, China and Russia. 

It is not clear how Pyongyang will react 
to the Russian proposal, but China was 
said to be neutral and the other three, the 
U.S., South Korea and Japan, unenthusias- 
tic. Seoul now questions Moscow's ulti- 
mate intentions regarding the Korean pe- 
ninsula. If anything, the proposal is re- 
garded as complicating the already diffi- 
cult task of trying to bring Pyongyang to 
accept IAEA inspections. 

The Russian formula "can only require 
more time and make the negotiations un- 
wieldy," says a senior South Korean For- 
eign Ministry official. "The Russians real- 
ise they made the mistake of putting all 
their eggs into one basket when they 
opened relations with Seoul at the expense 
of their credibility with the North Kore- 
ans," says a European diplomat. By help- 
ing shield the Kim Il Sung regime from 
immediate threat of collapse, Moscow can 
probably regain some influence in 
Pyongyang, with which it still maintains 
nominal diplomatic relations. But neither 
Beijing nor Seoul is prepared to accept such 
a state of affairs in a post-Cold War world. 
And they have not yet let down their guard 
against Russia's historical ambitions in the 
region. m 
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All of these securities having been sold, this announcement appears as a matter of record only. 
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CAMBODIA 


Forced March 


Refugee repatriation sours relations with Thailand 





By Chris Pelling in Phnom Penh and 
Rodney Tasker in Bangkok 


T here was no sleeping in last Sunday 
for two Phnom Penh-based interna- 
tional wire-service correspondents, 
summoned at eight o'clock in the morning 
by a senior Cambodian Foreign Ministry 
official to meet Foreign Minister Prince 
Norodom Sirivudh. 

The reason for the early call? Sirivudh 
was fuming over a report he had just re- 
ceived from the army's general staff head- 
quarters confirming the mass repatriation 
by the Thai military of an estimated 25,000 
refugees who had earlier fled across the 
border to escape heavy fighting around the 
town of Pailin. 

The unilateral decision to truck the 
Cambodians, mostly supporters and rela- 
tives of Khmer Rouge guerillas, back into 
areas controlled by the rebels had come as 
a complete surprise to the Cambodian Gov- 
ernment. According to Sirivudh, the deci- 
sion breached an earlier understanding be- 
tween Bangkok and Phnom Penh that 
problems associated with the border would 
be dealt with at a government-to-govern- 
ment level through bilateral negotiations. 

Despite much official back slapping be- 
tween officials of tiny war-ravaged Cam- 
bodia and its economically booming neigh- 
bour to the west, this latest spat under- 
scores the extreme sensitivity of relations 
between the two countries. Problems along 
the 800-kilometre border between Cambo- 
dia and Thailand are longstanding. Cam- 


Digging In 


Officials in Phnom Penh may be furious 
with Bangkok over its abrupt repatria- 
tion of refugees, but they have every rea- 
son to be pleased by the event that pre- 
cipitated the exodus, the successful re- 
capture of the Khmer Rouge's "capital" 
of Pailin. What remains to be seen is how 
long the Cambodian army can hang on 
to its latest acquisition. 

On March 19 a small squadron of 
Russian-built T54 tanks, backed by a de- 
tachment of Cambodian Special Forces, 
entered the deserted streets of the gem 
and timber-rich town. The Special Forces 
from the Battambang provincial army 
were part of a 5,000-strong task force 


supported by tanks, heavy artillery and 


18 


bodian army commanders based in the 
country's northwest frontline provinces of 
Battambang, Siem Reap and Preah Vihear 
constantly cite new evidence that the Thai 
army is still cooperating with its old ally, 
the Khmer Rouge. Several recent claims 
have been tacitly supported by United Na- 
tions officials in Phnom Penh and resident 
diplomats. 

The Thai move to repatriate the refu- 
gees had contradicted a pledge of coopera- 
tion made by Thai Prime Minister Chuan 
Leekpai on an earlier visit to the Cambo- 
dian capital, said Sirivudh. “I think this is a 
human-rights abuse by some people — the 
Thai authorities," he said. 

But when Sirivudh arrived in Bangkok 
the following day for a previously ar- 
ranged visit, he toned down his rhetoric. 





Captured: a Khmer Rouge hotel used by visiting Thai VIPs. 


truck-mounted multiple-rocket launch- 
ers charged with securing Pailin and the 
surrounding region. 

Deputy Chief of Staff Gen. Pol 
Saroeun said about 1,500 Khmer Rouge 
troops decided not to fight for the town 
and split into small groups — some dis- 
persing south and others heading north 
towards safe areas around Phnom Malai, 
believed to be the rebels' military head- 
quarters. "The Khmer Rouge still have 
the ability to buy weapons, but now they 
don't have any base," said Saroeun. 

One captured Khmer Rouge soldier 
wounded in fighting near the Thai bor- 
der about 8 kilometres west of Pailin said 
many insurgents were still lurking in 
small groups along the porous frontier. 
“1 know the NADK [National Army of 
Democratic Kampuchea or Khmer 
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After meeting Chuan, he said: "I don't 
want to add to the argument until after the 
circumstances of the repatriation have been 
investigated." Western diplomats in Bang- 
kok, however, were more measured in 
their comments. They pointed out that 
Thailand had done what it said it would 
do: offer temporary shelter to fleeing Cam- 
bodians, disarm any Khmer Rouge soldiers 
crossing the border and send all of them 
back as quickly as possible. There was no 
visible evidence of any Cambodians being 
forced to return against their will, though a 
Thai marine task force officer later admit- 
ted that the refugees were "pushed back." 

“1 can understand the Cambodian Gov- 
ernment's point of view, that if they could 
control these families it would give them 
leverage over the males who have not 
given up fighting," one senior diplomat 
commented. But he added it was natural 
for the families to want to rejoin their 
Khmer Rouge menfolk. 

The main criticism of the Thais by the 
diplomats was that they blocked UN or 
any other independent foreign access to the 
fleeing Cambodians. “The main fault of the 
Thais was the lack of trans- 
parency over the issue," one 
commented. 

Chuan fully supported 
the Thai military's action. 
"We do not have to consult 
the UNHCR [UN High Com- 
missioner for Refugees] 
each time," he said. "It is 
case by case — these were 
not permanent refugees." 
Thailand was host to hun- 
dreds of thousands of Cam- 
bodian displaced people 
from 1979 until 1992-93, 
when they were all repatri- 
ated under a UNHCR pro- 
gramme. » 
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Rouge] is recruiting new soldiers," said 


Bun Thoan, wounded in the groin. "We 
have not enough food or equipment," he 
said, referring to his own unit. 


While the military situation in Pailin 


is currently described as "calm," but 


"tense," military experts believe the tenu- 


ous supply line into the former rebel base 
could be disrupted by the guerillas dur- 
ing the oncoming wet season. "A well- 
planned counter-attack at this point 
could severely embarrass the royal gov- 
ernment," one defence analyst told the 
REVIEW. But the army, despite prophe- 
cies of doom, continues to consolidate its 
hold on the town. "The Khmer Rouge 
have also been dealt a severe logistical 
blow and been forced to disperse," said 
one United Nations military official. 


m Chris Pelling 
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AUSTRALIA 


Ladies in the Ring 


I Will Australia's next prime minister be a woman? 


By ene Rees i in Canberra 


wo women have entered the bear- 
pit that is the lower house of parlia- 
| ment in Canberra, and all Australia 

is watching. Hitherto women have not 
played major roles in this house — from 
which the prime minister is chosen. But 
. "now, following two by-elections, a stream 

-of cabinet resignations and the resulting 
reshuffle, the prospect of a woman becom- 
ing Australia's next prime minister is not 
as far-fetched as it once seemed. 

The ruling Labor Party's new entrant to 
the lower house is Carmen Lawrence. 5he 
won a March 12 by-election for former Fed- 
eral Treasurer John Dawkins' Western 
Australia seat of Fremantle, profiting from 
a 1.16 percentage-point swing in her fa- 
vour. Former Sen. Bronwyn Bishop, who 
aspires to leadership of the opposition Lib- 
eral Party, won the blue-ribbon conserva- 
tive seat of Mackellar in New South Wales 
on March 26 in the face of a 5 percentage- 
point anti-Liberal swing. 

For much of 1993 opinion polls showed 





Bishop, who affects a Thatcherite style, as 
Australia's preferred prime minister. But 
the anti-Liberal swing during her election 
made some commentators write her off. 
Bishop retorted that she should not be 
judged on the vicissitudes of a by-election. 
In contrast the slightly Left-leaning Law- 
rence, former premier of a state where 
Labor's record in the 1980s has been scan- 
dal-ridden, enjoyed an extraordinary vic- 
tory. 

Both Bishop and Carmen have entered 
the lower house at a time of much turmoil 
in Canberra. During Bishop's by-election 
campaign Labor lost its fourth minister in 
as many months when Graham Rich- 
ardson, health minister, announced he 
would quit politics. In all, 15 ministers 
have been sacked, forced to resign or to 
retire since Prime Minister Paul Keating 
deposed his Labor predecessor, Bob 
Hawke, in 1992. 

Richardson's was the most sensational 
exit. He had been Labor strongman on the 
federal scene since he orchestrated the re- 
moval of Bill Hayden for Bob Hawke on 


the eve of the 1983 general election, which 
Hawke won. Richardson was subsequently 
involved, albeit more reluctantly, in the 
Hawke overthrow which saw Keating in- 






stalled in time for the extraordinary Labor — 
victory of 1993. P. qum qe 

His exit from federal politics came as. M 
his power waned and Keating's wax 
the highly factionalised Labor Part 
way out, Richardson annointed La 
as a future Labor prime minister. Ki 
put her directly into his cabinet, giving. 
Richardson's health portfolio. E 

The Liberals have not been abletocapi- —. 
talise on the bloodletting in Labor, and. as 
she bids for party leadership, Bishop can 
only profit from the demoralised state of 
her party. Even as the exodus from the rul- 
ing party continued, Liberal leader John 
Hewson simply slumped further in the 
polls. Neither did he manage to get any 
mileage out of Keating’s fourth cabinet re- 
shuffle, which became a mish-mash of fac- 
tional representation. 

Keating continues to outdo Hewson in 
the polls. The authoritative Morgan poll 
showed in March that more Australians 
than at any time in the past year expect 
Labor to win the next election. Meanwhile, 
support for the Liberals has dropped con- 
siderably since December. Speculation 
about a change in the Liberal leadership 
refuses to die down, and this means Bishop 
cannot be written off. a 
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MALAYSIA 


‘Nobody Elects the Press’ 


Mahathir speaks out on media, culture and trade 


alaysian Prime Minister Datuk 
M Seri Mahathir Mohamad recently 

opened the Pangkor Laut Resort on 
an island off the country's west coast. 
While there, Mahathir was interviewed by 
REVIEW Editor & Publisher L. Gordon 
Crovitz. Excerpts of the March 25 interview 
follow. (A related editorial appears this 
week.) 


The controversy over claims in the Lon- 
don Sunday Times involving contracts in 
Malaysia. 

I believe that when newspapers and 
magazines report wrongly on a country it 
is a disservice to readers. Naturally, if you 
report negatively and untruthfully, readers 
will make wrong decisions. In the case of 
Malaysia, people who do not read those 
reports come here and invest and they 
make all the money. Most of the people 
who have been here have quite a different 
opinion compared to people who hear 
about Malaysia from news reports. 

Nobody elects the press. [Sunday Times 
editor] Andrew Neil can stay there because 
there is a contract with [Rupert] Murdoch 
that says he cannot be removed because of 
matters of policy. But there is no such guar- 
antee for elected people like us. You know, 
sometimes even if people perceive that you 
are wrong — and you are not wrong, but 
they perceive you to be wrong — they can 
reject you at the next election. 

Newspapers have their own opinions. 
What they report is their views, not news. 
They are in a position to control a very 
powerful instrument. You know what 
Goebbels did during the war. He had con- 
trol of information so he was able to 
change a very highly cultured race, the 
Germans, literally into beasts — looting 
and rampaging and conquering and com- 
mitting 6 million Jews to prison and killing 
all of them. 

Nowadays you say the press is free, but 
it is not really free. The press must be un- 
der the control of someone — the editor, 
the reporter, the owner or sometimes even 
the advertisers. So it is not free. I have no 
right to give my views in the press except 
what is permitted by the press, which 
means control. The editor has the right to 
reply to anything. For example, the Finan- 
cial Times wrote to me asking me to give 
my views, so I did and of course immedi- 
ately attracted a very nasty editorial against 
me. I can't keep on entering into an argu- 
ment with the Financial Times because the 
press always has the last say. I don't think 
that is fair. 


É We do not want 
to be dictated to 
as to how we 
interpret various 
values ... 
including human 
rights and 
democracy g 


Cultural differences with the West. 

To us, democracy means the welfare of 
the majority. While the individual must 
have his rights, these must not extend to 
the point where they deprive the majority 
of their rights. This is why I cite the case 
where a man decided to put up a cinema 
in a suburban area of a big American city 
to show pornographic films. The commu- 
nity there protested because they did not 
want their children to be exposed to por- 
nography. The man took them to court. He 
won because the court decided he was be- 
ing deprived of his rights. I mean, what 
about the rights of the majority? Don't they 
have any rights to protect themselves from 
this kind of influence? 

Here in Malaysia we emphasise that it 
is not worthwhile to have economic 
growth if there is moral decay. We pro- 
mote religion, all religions. With more de- 
velopment and money and material gain, 
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we must keep a balance. It is our observa- 
tion that nations that prosper economically 
tend to lose their sense of values. If you 
look at New York, for example, the graffiti 
that you find on the walls, I mean it is ri- 
diculous. You have a beautiful building 
and someone comes along with spray 
paint. People say, well, it's all right, it's an 
expression of his inner self, they keep on 
giving excuses. It is ridiculous — to us, it is 
ridiculous. We don't want these things to 
happen here. 


Malaysia's economic growth, estimated to 
continue at 8% this year. 

In the end, what matters is how much 
you can buy with what you earn. In a 
country where the cost of living is high, 
people might have very high wages, but 
they are not that much better off. In Malay- 
sia, our strategy is to keep the cost of living 
low so that we can pay lower wages than 
in other countries, produce the same things 
at lower cost and thus be able to compete. 
This is the only comparative advantage we 
have. The developed countries have the 
technology, the big domestic markets, the 
know-how on marketing and the capital. 
We don't have any of these four things. 
We just have one thing: lower-cost labour, 
and we must exploit that to the maximum. 


Western criticism of labour policy in Asia. 

It seems to me they are not so much 
concerned about the welfare of our work- 
ers. At the time when we were just tapping 
rubber and mining for tin they did not 
bother with whether we were well paid or 
not well paid. We were producing things 
at a very cheap price and they liked to have 
access because they were not producing 
the same things. But once we moved into 
manufacturing and produced the same 
things they were producing, at a lower 
price, they seemed to want to take away 
the only comparative advantage that we 
have: this lower-cost labour. They know 
very well that if we lose that and we have 
none of the other comparative advantages, 
then we will not be in a position to com- 
pete. The end result will be our workers 
will lose their jobs. We do not have a dole 
system, so actually they are not doing a 
favour to our workers, although they make 
it sound as if they are. 


Environmental issues between East and 
West. 

This is another way that they think they 
can make us lose our comparative advan- 
tage. They have already exploited what- 
ever resources they have — hydroelectric 
resources, for example. Now they are tell- 
ing us that we should not repeat the mis- 
takes that they made. It sounds very nice 
but actually they know that if we can get a 
cheap source of energy, for example, we 
could compete with them even more. 
Therefore they are telling us, look, you 
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shouldn't do this, you are destroying the 
environment, and they are talking about | 
the tropical forest being a treasure house. 
Well, it is our treasure house. You want a 
part of it, you have to pay for it. 


Trends away from free trade, including 
by the U.S. 

When they found themselves not in a 
position to compete with us, then first they 
resorted to applying pressure on labour 
and the environment. Now they are going 
directly to obstruct trade with protection- 


ist policies. This gives the lie to all the | 
things they have said about being con- | 


cerned about our workers. If you do not 
allow us to trade, then you are directly hit- 
ting at our workers. 

People who preach should also practise 
in order to be credible. The U.S. has 
preached, but quite often it has not prac- 
tised. That makes it lose credibility. We 
ourselves believe in free trade because this 
has always been a trading nation. When 
we say we want free trade, we mean it 
because we depend upon it. But the U.S. 
has got such a big domestic market, quite 
often they do not bother with exporting. It 
is only when they have fully met their mar- 
ket that they begin to worry. Then it is true 
protectionism. 


Regional security issues. 

We are not afraid of China as a military 
power. We think that the rapid economic 
development of China is beneficial. They 
are now much more able to buy the things 
that we sell. Whether we like it or not, there 
is no way you can stop China from deve- 
loping. As it becomes richer, quite obvi- 
ously even if it spends a lower percentage 


of the national income on the armed forces, | 


it will still be very substantial. The more 
important issue is whether China would 
want to have economic strength or mili- 
tary strength. I think China has learned 
enough about foreign relations and their 
success in military ventures to believe that 
economic strength counts for much more 
than military strength. 

China has not gone on military adven- 
tures outside of what the Chinese consider 
to be their own country. Japan and the 
European powers have done differently, 
but China has confined itself to China. If in 
the future it wants to trv conquering its 
neighbours, I believe it will be departing 
from its existing philosophy. 


Any clouds on the horizon for Malaysia. 

We value our independence very much. 
We do not want to be dictated to as to how 
we interpret various values in this country, 
including, of course, human rights and de- 
mocracy. At the same time we worry about 
the trend towards protectionism because 
we have to trade in order to live. If people 
become protectionist, our chances of deve- 
loping would be much less. a 
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Inheritance law under 


attack in legislature 








By Louise do Rosario in Hong Kong 
ome call it the battle of the sexes; 
others, a case of equality versus tra- 


S dition. Whatever it is, legislator 


Christine Loh's recent attempt to change a 
sexual discriminatory law has illustrated 
the ease with which issues can be politi- 
cised in Hong Kong today. Although Loh's 
amendment would affect at most 6% of the 
population, all major political players — 
politicians, advocacy groups and the two 
sovereign powers of Britain and China — 
are using it for their own political pur- 


This marks a sharp change from the 
past when, notes Tsang Shu-ki, economics 





Loh stirs a hornets' nest. 


lecturer at the Hong Kong Baptist College, 
this sort of controversy would be resolved 
through discreet lobbying by government 
officials and other influential figures. Now 
“everyone tries to impose pressure on poli- 
ticians and to capture the attention of the 
media,” he says. “It's a healthy develop- 
ment and helps to make the political proc- 
ess more transparent.” 

The controversy began when Loh sub- 
mitted a bill to amend a century-old inheri- 
tance law that prohibits women from in- 
heriting ancestral property in the rural part 
of the colony known as the New Territo- 
ries. The law, once used to secure rural 
support for the colonial administration, is 
a relic from the days before ricefields and 
fish ponds gave way to skyscrapers and 
shopping malls. 
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Loh's amendment would affect 350,000 
indigenous rural residents in 720 villages 
in the New Territories. With land prices 
soaring, male villagers stand to lose con- 
trol over potentially valuable chunks of real 
estate if outsiders gain landholding rights 
through marriage. 

Heung Yee Kuk, a government-recog- 
nised body representing rural interests, has 
set up a "resistance headquarters to pro- 
tect our homes and clans." It has organised 
demonstrations and sent representatives to 
appear on television and at seminars. In 
early April, it will be heading north to rally 
for Beijing's support. Meanwhile, women's 
groups and other liberal bodies have set 
up “a grand alliance against discrimina- 
tion" to counter the Kuk. 

Politicians are equally divided. Con- 
servative legislators, who vow to uphold 
traditions, support the status quo. Liberal 
politicians say they will not compromise in 
their fight for sexual equality. “Our society 
is changing; we must face change. Equality 
and human rights are for everybody," says 
a determined Loh. 

Analysts attribute such full-spirited de- 
bates on public policy to the political 
changes which have been introduced to 
Hong Kong in recent years. With 39 of its 
60 members directly or indirectly elected, 
the law-making Legislative Council 
(Legco) has become a forum for politicians 
to win over voters. Critics say Loh has 
taken up the inheritance law as a cause 
with one eye on the upcoming Legco elec- 
tion in 1995. "It's very easy to dismiss 
whatever politicians do as politically moti- 
vated," she says. "A more important 
question is whether you agree with the 
issue." 

Some analysts see the controversy as an 
inevitable clash of the old and new in Hong 
Kong. Loh, a 38-year-old British-educated 
management executive, represents a 
younger generation of progressive politi- 
cians. "They are increasingly critical of ob- 
solete traditions [such as the rural inherit- 
ance law],” Tsang adds. In contrast, the 
Heung Yee Kuk, dominated by conserva- 
tive landowners and businessmen, has 
seen its influence wane with the rapid ur- 
banisation of Hong Kong; a victory on the 
inheritance law would provide a much- 
needed boost to its weakened authority. 

For the rest of the population, the con- 
troversy has provided drama in an other- 
wise mundane political season. On the day 
the bill was discussed at Legco, over 1,000 
rural inhabitants protested outside the 
chamber — spitting, throwing ink and at- 
tacking legislators. The media denounced 
the acts as "terrorist blackmail," while the 
government called for calm. 

The public can expect more drama in 
the future: Loh has vowed to press ahead 
with her amendment, while the Kuk threat- 
ens to set up barricades around the villages 
if the bill is passed. a 
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10w Ihe Hottest technology Can 
Solve Your Most Burning Issues. 


Time, people and productivity. 

The better you can handle these hot topics 

the less likely you are to get burned. Thanks to 
breakthrough Open Client/Server products from Digital, 
you now have the power to react smarter and faster. 
Consider LinkWorks”, our new workgroup software. 

A technological tour de force that can increase pro- 
ductivity many times over for administrative functions. 
Need to match all of your people with all the data 

they need? Now with ACCESSWORKS you can 

do it with a simple command. So data that's anywhere 
can be data that's everywhere. Making the most out of 
technology you already have. Add in PATHWORKS and 
even seemingly incompatible networks will work together. 
All seamlessly, totally integrated. And when its running on 


Alpha AXP — the fastest microprocessor on the planet — 


you can manage everything at blazing speed. 

Matchless technology from Digital. So easy to use, 

so easy to own. Today. To find out how Open Client/Server 
can take some of the heat off your business, 

talk to the people at Digital. 





New PATHWORKS" 
ManageWORKS" software 
will manage previously 
incompatible networks 
with one simple, single 
set of commands. 

Shown running on the 
64-bit, 150Mhz 

DECpc" AXP150. 
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Indian Initiative . 
A few decades ago, the question before 
United States and European businesses 
was: is it possible to have both quality and 
. low price? The response was that the two 
—. are exclusive and one cannot have both. 
. Japanese industries proved that theory in- 
correct. What happened to U.S. and Euro- 
| pean manufacturing is known to all. 
.. The question before business owners in 
India today is: is it possible to have a func- 


toning democracy and economic growth? 


- The answer, according to Gaurav Dalmia 
[The Price of Liberty, THE 5TH COLUMN, 
Mar. 3], is no. According to him, the reason 

` behind the Asia-Pacific region's success is 

totalitarian political regimes. 

Dalmia's argument suffers from careful 
selection of empirical evidence. The fact is 
that countries of the Asia-Pacific region 
have been successful because their business 

leaders have shown initiative and taken 
risks despite sometimes totalitarian and re- 
pressive regimes. The problem with Indian 
businesses is not democratic government, 

. but the inefficient and short-term manner 

in which they are managed. 

Under New Delhi's protection, busi- 


All letters must include the writer's name and address and are subject to editing. 


Letters may be mailed to the Review, GPO Box 160, "۷ آ0 مت‎ i. to س2‎ 503-1530. 


Money Talks 

Thant Myint-U's Trading with the Enemy 
[THE 5TH COLUMN, Mar. 10] is aptly titled. 
However, his essay neglects two Key 
points. Ñ 
Any lifting of economic pressure: ‘on 
Burma’s State Law and Order Restoration , 
Council (Slorc) runs counter to the éx- 
pressed wishes of the legitimate representa- 
tives of the Burmese people. The call 
sanctions was made by the National Ce 
tion Government of the Union of Burt 
(NCGUB), which is comprised of representa- u 
tives duly elected in 1990, but denied the 
opportunity to form a government. 

Thant Myint-U also underestimates the 
growing pressure being placed on Slore 
and those companies that do business with 
it. The Coalition for Corporate Withdrawal 
from Burma has been instrumental in 
bringing shareholder pressure on four U.S. 
corporations doing business in Burma: 
Amoco, PepsiCo. Texaco and Unocal. The 
coalition scored a notable victory when 
Amoco — for several reasons — an- 
nounced its withdrawal from the country 
on March 3. 

Slorc has made it clear it will respond 










nesses in India have enjoyed a protected ee 
. existence, while the customer has had to | 
pay a high price for shoddy goods and ` 
i poor business practices. The shareholding - 


patterns have rendered small shareholders 
unable to exercise any real control over the 
way businesses are managed. 


It is about time that business leaders in | 


India took some responsibility and showed 

some initiative and leadership in realising 

the potential that India has as a manu- 

facturing base as well as a big market- 
place. 

SHREYA KISAN 

London 


Look Who's Talking 

It is apparent from Francis Lim Kin-On's 
letter [Philippine Charms, LETTERS, Apr. 7] 
that his confined reading has made him 
forget that Filipinos overthrew one of their 


colonisers in 1896 and an entrenched dicta- | 


tor nine decades later. 


i His home, Hong Kong, on the other 
: hand, remains a colony, reliant on China to | 
“eut the colonial umbilical cord that Lim | 
< and his compatriots evidently have neither - 


the guts nor the imagination to sever. Let 


ûs see who gets the last laugh once the - 
leaders who oversaw the Tiananmen mas- - 





“Lim and his ilk. 


Sacre assume "democratic governance” of | 
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only to economic and political pressure, 
not appeals for justice. As long as the 
NCGUB and detained opposition leader 
Aung San Suu’ Kyi call for sanctions, the 


- coalition will help mobilise pressure in the 
‘international community against Slorc and 


those corporations working with it. In so 
doing, we strengthen the position of Bur- 
mese pro-democracy forces to bring about. 

democratic change in Burma. | 
SIMON BILLENNESS 


gation f fc v Corporate Withdrawal from Burma 


Correction 

Minor Relief [ Apr. 7] incorrectly said 
Japan's Cooperative Credit Purchasing Corp. 
bought Y2.9 trillion (US$28.1 billion) of non- 
performing loans in the year to March 31. 
The correct figure is Y3.8 trillion. 


Pulling the Welcome Mat [Apr. 14] cited .- 
sources as saying a daughter of a Chinese — > 
leader helped squash a power deal. The leader 
was wrongly identified by the REVIEW as 
Deng Xiaoping; the sources named Li Peng. 
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At the ANA Hotel we fully appreciate how difficult it is to be dynamic. Which is 


why we are more than happy to see you tucked up in bed after a hard day in the office. 





Or taking things easy in any of our comfortable armchairs. Or pushing yourself to 
the limit by ےت‎ in our top- -class restaurants. Or heaven forbid, unwinding in our 


gymnasium and health centre. H that’s not too much cause for alarm. 
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Can you simplify When Thailand legislated that industrial electricity users had to supply 


the global exchange their own substations, the local economy didn't have the know-how. 


of technology? ABB reacted with a swift hands-on transfer of technology. A “Tiger 


Yes, you can. 


Team" of technicians flew in from Scandinavia and Saudi Arabia, to share skills 
and experience with Thai engineers, and handled the first project for the Thai 
Plastic Company. Next, ABB started local assembly and manufacture of switchgear, 
creating a whole new local industry. The “Tiger Team" remains involved in infor- 
mation exchange, but now the students are teachers, too. 

As a leader in electrical engineering for the generation, transmission and distribution 
of power, and in industry and transportation, ABB is committed to industrial 
and ecological efficiency worldwide. We transfer know-how across borders with 
ease. But in each country, ABB operations are local and flexible. That means we 
are close at hand to help our customers respond swiftly and surely to technological 
challenges which stretch the limits of the possible. Like promoting a local 


economy to the head of world class technology. 
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EDITORIAL 


Truth and Consequences 






First, Chinese authorities decided that a Hong Kong- 


the truth might come out. 
We suspect many people may at first have shrugged off 


upshot is that no one in China — not just newsmen — can 
ever be sure his own luck will not some day run out. 


The case against Xi Yang further highlights the arbitrari- - 
ness of what passes for a legal system. Charged with the | 
vague offence of disclosing “state secrets" related to a few ` 
paragraphs on interest rates and gold reserves, Mr. Xi was | 
tried in secret without benefit of a lawyer. His sentence | pz 
| final meeting before its 170-nation International Conference | 
| on Population and Development in Cairo this coming Sep- | 
there is much speculation that Mr. Xi's real crime was a | 
news exclusive last summer that Li Peng had in fact suf- ` 
fered a heart attack and not the simple cold that was re- | 
| fertility . . 
Xi in trouble was his report, before it happened, that Zhu - 
Rongji would wrest control over the Bank of China. We | 
cannot vouch for either version. It does, however, speak 
volumes about China when this kind of analysis enjoys ` 
| as a condition for economic growth: would-be parents or 
Likewise with Li Peng’s authorised version of what hap- - 
_ been guilty of many brutalities against women on this front, 
ous boat fire while touring Qiandao Lake on March 31. De- ` 
spite clear evidence of mayhem even before the fire, the - 
authorities refused to allow anyone to gather any facts and ` 
ı control remains a wasteful distraction for countries strug- 


bears no apparent proportionality to any identifiable harm, 
and his legal appeal took but a half-hour to fail. Indeed, 


ported. Another theory holds that the story that landed Mr. 


wider acceptance than any official explanation. 


pened to the 24 Taiwanese tourists who died in a mysteri- 


insisted that the bodies be cremated before leaving China. 


The incident led Taiwanese President Lee Teng-hui to drop | 
any pretence of detente, referring to the Beijing government ٣ 
and a "group of bandits that the people ` 
should remove as soon as possible.” The Taiwanese are not | 
_ All too often governments have tried to provide for their 
given his refusal to address allegations leaked by Taiwan- ` 
| better off these countries would be if their governments 
| instead aimed at giving their people the opportunity to pro- 
' vide for themselves. B8 


as an "evil force" 
likely to be reassured by Mr. Li's explanation, especially 
ese intelligence that the tourists were torched along with 


their boat by PLA troops armed with flamethrowers and 
that Beijing's primary concern has been to cover up this 


1994 








he outside world was twice slapped sharply by reality | 
~~ inthe last few weeks over the pace of change in China. | 


based journalist should go to jail for 12 years for reporting ， 
¿rather ordinary details of economic policy that came to be ` 
defined as state secrets during his prosecution. Then came | 
the grisly robbery and murder in China of Taiwanese tour- | 
ists aboard the pleasure-boat Hairui and the persistent ru- _ 
mours of army complicity. In both cases, the China on dis- - 
play is not the liberalising economic powerhouse but the - 
closed-off Middle Kingdom trembling at the prospect that : 
| pened at Qiandao Lake, his sentence would probably have 
| been upped to life. E 
the jail sentence given to Xi Yang, a mainland-born journal - 
ist for the Hong Kong newspaper Ming Pao. Journalists, - 
after all, accept some risk when they operate in the some- | 
times totalitarian, sometimes authoritarian, always unpre- | 
dictable China. Everyone knows that Communist Party au- ` 
thority always takes precedence over any rule of law. The | 


x W e don't know what the world's optimum popula- 
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What if Xi Yang had reported the boat murders? 


military involvement. 


| Given Beijing’s reluctance to come clean, even the most | dq 
| outrageous explanations become plausible. As Marxist | ` 
ideologues used to say, the objective truth is what counts. ` 


And the greatest truth is that for all China's considerable 
reforms in recent years on the economic front, it remains 
ruled by a party that claims the absolute power to behave 
with absolute arbitrariness and in absolute secrecy. No jour- 
nalist or grieving relative must be allowed to cross the 
threshold of information. The truth can be too dangerous. 
Put it this way: If Xi Yang had reported what really hap- 


Birth Pains 


UN wallows in zero-sum thinking 





tion is. But neither does the United Nations. And 

we'd all be better off if the UN simply got out of 
business altogether. 

This is especially true when population control is cou- 

pled with economic development, as it is in New York this 

month where a UN preparatory committee is holding its 


tember. Much of the emphasis at this gathering is on em- ` 
powering women. "If we could have more attention given 
to providing women with the means to determine their own 
. I believe we would all be much better off,” said 
the secretary-general of the conference, Nafis Sadik. 
Certainly people should be empowered to make their 
own choices. But we have to wonder just who is really 
wielding this power when population reduction is held up 


their governments? China today and India in the past have 


brutalities that go all but unmentioned by UN planners who 
share their overall goals. 
Even where there is no coercion, moreover, population 


gling to pull themselves out of poverty. It is not, afterall the | 
capitalist countries that have problems feeding and caring - 

for their populations. Nor is it women in developed coun- 
tries who have trouble controlling the size of their families. 


poor by trying to breed them out of existence. How much 
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Indonesia's labour strife turns into an anti- 
Chinese rampage. Page 14. 





Malaysia's Proton makers are trying to 
stand on their own feet. Page 77. 
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he Gatt world-trade agreement holds 

huge promise for Asia. Its effect on 
companies and countries will extend far 
beyond the boost from lower trade 
barriers. In a series of reports, REVIEW 
correspondents assess the impact on Asia. 
By one estimate, the region will generate 
well over half the new trade expected to 
be created by all developing countries. 
Page 64. 
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In Other Words - 


* Don't point a pistol at us ; 
while asking for something. 
Spielberg does not run QUANDO 
this country. ” UNS e 
l M 
Malaysia's Deputy Home Minister Megat | NOV 
Junid Megat Ayob, warning the distributor | < 
of Steven Spielberg's Schindler's List 
not to demand that the movie be 
shown uncut. 


“ Donald Duck was not very 
popular here. But he was in the 
United States. "' 


m À » 2 
Bhutan's controller of philately, Jigme | 
Tenzin, explaining why the tiny kingdom NEWS ITEM: THE MURDER OF 24 TAIWANESE ON A VISIT TO CHINA LEADS TO A 
issued a stamp showing Donald Duck BOYCOTT BY TOUR GROUPS TO THE MAINLAND. 


watching TV on the back of a yak. The 


sale of exotic stamps to foreign collectors | “1 volunteer to demonstrate. ” 
has become one of Bhutan's biggest | 
revenue earners. | Yasutaka Moriguchi, head of the Japanese Science and 


| Technology Agency's nuclear fuel division, offering to 
| drink a glass of diluted plutonium, following a 


ík If they don't understand how precious our | controversial video that claims the radioactive 
k Hs : | element is safe to imbibe. 
coral really is, we'll just have to sell it to | 
someone else. ” 


Taipei-based coral exporter Lu Hua-chuen, after 
Washington imposed trade sanctions on the export of 
wildlife products from Taiwan. 


“It does seem as though they have 
discovered another favourite son. ” 


Malaysian businessman Naquiyuddin 
Ja'afar, on corporate Japan's increased 
investment in China, which has come 
at the expense of several Southeast 
Asian nations. 


“We are at the beck and call 
of officials. " 


A Chinese journalist, on the tight 
editorial control the Communist 
Party exercises over the 
country's media. 


“ The case of Wei Jingsheng 
is by no means an issue of 
human rights." ` 


Chinese Foreign Ministry 
spokesman Shen Guofang, on 
China's most prominent dissident, who 
has been detained without charges 
NEWS ITEM: SCANDALS SURROUNDING MORIHIRO HOSOKAWA AND BILL CLINTON ARE since April 1. Wei had been outspoken 


COMPARED TO THOSE THAT FELLED NOBORU TAKESHITA AND RICHARD NIXON. since his release from prison last 
Yukiyoshi Tokoro/Mainichi Shimbun September. 
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Spring Cleaning 


Old-style politicians hit by corruption indictments 


By Julian Baum in Taipei 
political culture being swept away? 
More than 250 criminal indictments 

have been handed out since mid-March in 

the most serious legal assault ever against 
vote-buying by elected officials and their 
aides. But even as the trials began — with 
prosecutors asking for jail sentences aver- 
aging three years — those affected were 
complaining bitterly that the ruling 

Kuomintang (KMT) had be- 

trayed them. 

“When the KMT needed 
help, they looked to us,” Lin 
Min-lin, speaker of the 
Taichung County Council, 
told a gathering of discon- 
tented city and county coun- 
cil speakers recently. But, he 
griped: “When we are in trou- 
ble, the KMT abandons us.” 
Lin is one of a dozen council 
speakers, along with more 
than 170 other council mem- 
bers island-wide, who are un- 
der indictment for spending 
massive sums to bribe fellow 
council members to elect 
them on March 1. 

The indicted politicians 
had threatened to quit the rul- 
ing party in protest, but they 
were persuaded by KMT pro- 
vincial leaders to carry on with their work 
and let the judicial process take its course. 
Minister of Justice Ma Ying-jeou told the 
REVIEW that the indictments were being 
handed down without interference from 
above. “No one is immune to investigation 
if there is reasonable suspicion," he said. 
"People are now beginning to understand 
that we are very determined." 

Just how determined was apparent 
when investigators raided the KMT head- 
quarters in the southern city of Tainan. 
Then followed the arrest of the newly 
elected speaker of Taoyuan County as he 
stepped off an aircraft on his return from a 
trip abroad. The investigators have interro- 
gated some 1,750 people and brought 
charges against roughly one out of every 
five of the 858 council members elected 
earlier this year. 

Ma says the unprecedented number of 
criminal prosecutions of elected officials is 
part of a wider anti-corruption effort be- 
gun after Premier Lien Chan's administra- 
tion took office last year. Despite the obvi- 
ous embarrassment to the ruling party, Ma 


| s Taiwan's notorious money-for-votes 


18 


insists the investigations have strictly fol- 
lowed the law and shown no favouritism. 
"Since January I've not had a single phone 
call or conversation with the KMT about 
this," Ma insisted. "Absolutely none." 
"People may have doubts about judi- 
cial independence," the justice minister 
added, "but these doubts are becoming 
fewer and fewer as they see the prosecu- 
tions that are taking place. This time 
we've successfully demonstrated our 
government's seriousness in prosecuting 





All in favour of Taiwan's anti-vote-buying crackdown. 


election bribery." 

Most of those indicted are from the 
ruling party, but the sweep has also 
caught eight members of the opposition 
Democratic Progressive Party (DPP) and a 
few independents. The ppp leadership has 
expelled 22 of its elected councillors on 
suspicion of bribery and taken lesser 
disciplinary measures against 23 others. 
This has provoked a backlash in some 
local committees similar to that in the 
KMT. 

Although the trials are just beginning, 
observers are expecting that the conviction 
rate will be higher than in the past because 
the cases focus on intra-council elections, 
in which the voting is limited to a small 
number of public officials. 

Evidence has been surprisingly easy to 
collect. “The main reason why these pro- 
secutions are likely to be more successful is 
that these people were so bold and self- 
confident that they made little attempt to 
cover their tracks," says political scientist 
Lu Ya-li of National Taiwan University. In 
many instances, investigators were able to 
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confiscate name lists, cancelled cheques 
and other obvious evidence of pay-offs 
from the offices of those indicted. 

The prosecutions are already forcing 
politicians to rethink long-standing cam- 
paign practices. Some provincial assembly 
members, for instance, face a serious di- 
lemma as they prepare for year-end elec- 
tions. If they buy votes during their re-elec- 
tion campaigns later this year, they could 
be thrown in jail, says a provincial govern- 
ment official. If they don't, they run the 
risk of losing their seats. 

As provincial assembly member Liu Ke 
puts it, “some people feel very anxious 
about the next election because they don't 
know how to campaign without buying 
votes." 

Liu is optimistic, however, that despite 
the KMT losing some experienced politi- 
cians in the process, the long- 
term effects will be beneficial. 
"This will be a good begin- 
ning if it changes the people's 
image of the party." 

The biggest urban con- 
stituency in which councillors 
are under indictment is Tai- 
wan's third-largest city of 
Taichung. Some 25 indivi- 
duals have been charged in 
the city, including the newly 
elected council speaker, Guo 
Yuan-sheng. Prosecutors say 
Guo distributed NT$1.5 mil- 
lion (US$56,861) to each of 13 
councillors several weeks 
before the January 29 local 
election. 

In an interview with the 
REVIEW in mid-March, Guo 
denied wrongdoing. On be- 
ing indicted he said he was 
confident the court would handle the case 
fairly. 

But comments by KMT Secretary Gen- 
eral Hsu Shui-teh suggest that the spate of 
indictments is hitting where it hurts. "The 
people's voice is getting stronger," Hsu re- 
plied cautiously when asked at a recent 
lunch meeting about the political impact of 
so many indictments. "We've reached a 
turning point." 

Some observers say that the KMT has 
acted more responsibly in dealing with this 
episode of wholesale bribery because it 
faces major challenges in elections due at 
the end of this year. The voters will then 
elect the mayors of Taipei and Kaohsiung 
and the governor of Taiwan. It will be the 
first time the governor will be elected, 
while the mayoral polls are being resumed 
after a long suspension. 

The KMT is also preparing for direct 
presidential elections by 1996. "If we 
don't clean up the election process now, 
we could have trouble later," said Ma. “A 
lot will be at stake in these future elec- 
tions." z 
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Trading Charges 


Phnom Penh accuses Thais of aiding Khmer Rouge 





By Rodney Tasker in Bangkok and Chris 
Pelling in Phnom Penh 


art of the widespread criticism of 
Thailand's supposed dealings with 
the Khmer Rouge is that it allows the 
radical group's infamous leader, Pol Pot, 
to stay in the southeastern Thai province 
of Trat. He has been variously described as 
living in a stockade there and even run- 
ning a service station under his previous, 
real name of Saloth Sar. If you believe such 
stories, dream on — according to Chinese 
sources in Phnom Penh. 

"No, he definitely lives in Cambodia — 
he's too much of a nationalist [to stay in 
Thailand],” said one veteran Chinese 
Khmer Rouge watcher. She said she had 
interviewed most prominent Khmer Rouge 
leaders in 1985-86 and had kept in constant 
touch with them since. 

The Chinese are well-placed to know, 
Beijing having been the Khmer Rouge's 
main patron and arms supplier during their 
1975-79 regime as well as when they were 
' the most powerful resistance group there- 
after. The Thai military likewise insists that 
neither Pol Pot nor any other Khmer Rouge 
leader resides in Thai territory. 

Now the man who symbolises interna- 
tional hatred of the Khmer Rouge has en- 
tered stage again, this time as a figure in a 
vitriolic series of exchanges between Cam- 
bodia and Thailand. The curious affair is 
threatening to shake to the core the hither- 
to cordial — if not that warm — relations 
between the two neighbours. 

In an unexpected outburst against Thai- 
land, Cambodia's First Prime Minister No- 
rodom Ranariddh said Pol Pot had fled to 
Thailand shortly after the recent capture of 
the Khmer Rouge's border stronghold of 
Pailin. He said there were photographs of 
Pol Pot being transported by the Thais. 
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"Thailand will not be 
happy with us but we have 
pictures to prove it," he 
said. 

Later, Ranariddh back- 
tracked after being asked 
for the proof, claiming his 
remarks had been misin- 
terpreted. He had meant to 
say "Pol Potists." No evi- 
dence has been produced 
by the Phnom Penh gov- 
ernment on either count. 
Senior military officials pri- 
vately acknowledge that 
no photographs exist. 

But the controversy raged on. During a 
subsequent visit to Malaysia, Cambodian 
Foreign Minister Prince Norodom Sirivuth 
told his hosts: "Thailand served in the 
United Nations peacekeeping mission in 
Cambodia, but on the other hand the same 
army supports Pol Pot." Later Ranariddh 
again railed at Thailand, without naming 
it, by saying Khmer Rouge tanks operating 
from a foreign country had attacked gov- 
ernment army positions. 

The Khmer Rouge used "three tanks to 
attack us from that place," he said. Phnom 
Penh forces might attack these tanks, he 
stated, but added: "We want a very, very 
good relationship with Thailand." 

What was going on? Most foreign ob- 
servers have believed that the Thai Gov- 
ernment's policy has been to distance itself 
and, more important, its military from its 
support for the Khmer Rouge during the 
13 years before the 1991 Paris peace ac- 
cords on Cambodia. However, some Thai 
businessmen and reportedly some rogue 
military elements on the border continue 
to maintain their mainly business links. 

In Bangkok, Foreign Minister Prasong 
Soonsiri fumed over the Cambodians' 
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Pol Pot photographed near 
Pailin in 1989. 


undiplomatic choice of the press rather 
than quiet diplomatic channels, as agreed 
earlier, for the accusations. He said it 
seemed Phnom Penh could not tackle the 
Khmer Rouge "and so they have to find 
someone to shoulder the blame." Prasong 
has been telling colleagues that he was 
taken aback by the Phnom Penh onslaught 
as there had been no attempt to contact the 
Thai Government or even its ambassador 
in Phnom Penh, Sakthip Krairiksh. 

(In the event, the Khmer Rouge appar- 
ently retook Pailin in a quick assault by 
April 19, in which they captured several 
government tanks and overran troop posi- 
tions. Most of the government command- 
ers involved in last month's successful of- 
fensive against Pailin were reported to be 
in the town of Battambang, north of Pailin, 
suggesting that they had to flee the former 
Khmer Rouge stronghold. But there was 
no official confirmation of the Khmer 
Rouge's counter-offensive.) 

One senior Thai official said internal ri- 
valry in the Cambodian 
coalition regime might 
have been a reason for 
Ranariddh's accusations. 
He said there was concern 
in Phnom Penh that some 
Thai businessmen were 
supporting the party of 
Second Prime Minister 
Hun Sen. An "urgent trip" 
Hun Sen was supposed to 
make to Bangkok as the 
war of words continued 
was inexplicably called off 
at the last minute. 

According to a Thai 
general, the three Khmer 
Rouge tanks cited by Phnom Penh may 
have referred to three Chinese-made tanks 
captured by Thai marines as they crossed 
the border after the fall of Pailin. The 
tanks, held by the marines after their 
crews were sent back, will not be returned 
"until there is peace across the border." 

The general also claims that some Cam- 
bodian Government forces' shells landing 
in Thailand from Cambodia north of Pailin 
were found to have been aimed at Thai 
territory, rather than Khmer Rouge concen- 
trations. If this continues, ^we will fire live 
artillery shells back at Cambodian troop 
positions" he said, but added: "We don't 
want to escalate this." 

In Phnom Penh, some United Nations 
officials are prepared to support Cambo- 
dia's claim of continuing Thai military sup- 
port for the Khmer Rouge. One senior offi- 
cial says: "Offer the Thais enough money 
and the Khmer Rouge can get anything." 

Sources told the REVIEW that "the 
Americans are adamant" that elements of 
the Thai military are continuing to assist 
the Khmer Rouge. Either way, alleged Thai 
support for the Khmer Rouge is an issue 
which will simply not go away. s 
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tial leader of an alternative government af- 
ter the impending parliamentary and 
presidential elections." She is assiduously 
cultivating the minorities and, thanks to 
the conciliation efforts of her late husband, 
the popular film star and politician Vijaya 
Kumaratunga, may be able to strike a re- 
sponsive chord in the Tamils of the north. 

Chandrika is also trying to shed her 
radical image of the past, assuring busi- 
ness leaders that any future SLFP-led gov- 
ernment would not reverse the economic 
liberalisation set in motion by the UNP. The 
ruling party has latched on to some of 
Chandrika's campaign speeches to try and 
imply that the People's Alliance drew sup- 
port from the Janata Vimukti Peramuna, a 
Sinhala terrorist group that brought the 
country to the brink of anarchy in 1988-89. 
The ruling party is also playing on voter 
fears that the leftist constituents of the Peo- 
ple's Alliance will take Sri Lanka away 
from its relatively successful free-market 
policies. 

Some in the UNP believe the party did 
not sufficiently capitalise on the populist 
Premadasa's image during the election. Ef- 
forts are on to woo Premadasa's wife and 
son, who have been cool towards the new 
UNP leadership. Wijetunga has relied on 
Prime Minister Ranil Wickremesinghe, 
who has replaced Premadasa as the ruling 
party's chief campaigner, to take the UNP’s 
message to the far corners of the country. 
Wickremesinghe waged a strenuous cam- 
paign in the south before the provincial 
council polls. 

The UNP has to fight the disadvantages 
inherent in having held power for 17 years. 
Wijetunga will have a hard job trying to 
project a new image of the party with the 
same old faces. With prices outpacing 
wages, the cost of living is also a major 
issue, though the Sri Lankan voter knows 
too well that no party has ever succeeded 
in cracking the problem of prices. The UNP, 
however, has the advantage of having 
eliminated scarcities with its liberalisation 
of the economy, and will try to make po- 
litical capital out of that success. 

Corruption is another issue the opposi- 
tion is attempting to turn to its advantage. 
Sections of the non-mainstream media 
have savagely attacked Wijetunga for al- 
leged sins of omission and commission on 
this score. He has ignored such attacks, a 
strategy that appears to have paid off. But 
Wijetunga seems less certain about what 
to do with UNP breakaways, principally 
Dissanayake, who are back knocking at the 
UNP's door. And former Finance Minister 
Ronnie de Mel, who campaigned hard for 
the UNP in the south, is seeking to make a 
comeback. 

As has been his wont throughout his 
career, the president is charming to them 
all. But the presidential election ahead will 
be a tough one, and charm alone won't 
guarantee him another term. a 
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Wheeler-Dealer 


Opposition baits Bhutto by lashing out at her husband 


By Ahmed Rashid in 
Islamabad 


ould a single Mer- 
cedes S600-L, the 
luxurious automo- 


bile favoured by the rich 
and powerful, put Pakistan 
on the road to ruin? Ask the 
country's political opposi- 
tion, and the answer is a re- 
sounding yes. Prime Minis- 
ter Benazir Bhutto's hus- 
band, Asif Ali Zardari, who 
bought just such a Mer- 
cedes recently, has long 
been depicted by the oppo- 
sition as the prime minister's back-seat 
driver. The insensitive purchase of the car 
when the country was under an IMF-im- 
posed austerity programme, the opposition 
claimed, was fresh proof of Bhutto's inabil- 
ity to govern the country, let alone her hus- 
band. 

In the event, Bhutto's opponents found 
themselves with lots of egg on their faces. 
Deriding the opposition for making a ma- 
jor issue of the purchase of a single car, the 
government paraded a whole fleet of Mer- 
cedes that had been bought by the prime 
minister's predecessor and main opposi- 
tion critic, Nawaz Sharif. The gimmick suc- 
ceeded in deflating the opposition, but this 
was not the first time the prime minister's 
enemies had tried to hurt her by hitting 
out at her husband. 

The attacks have taken their toll. "Six 
months ago it was arguable that Bhutto 
had a good chance of lasting her full term. 
Only à very brave or very foolish person 
would say that today. Ordinary folk are 
decidedly disheartened and fearful of re- 
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Zardari: husband and back- 
seat prime minister? 


newed instability," said an 
editorial in the weekly Fri- 
day Times. 

The opposition has not 
shrunk from injecting as 
much turmoil as it can into 
political life. Parliament has 
almost relinquished its role 
as a chamber for serious 
discussion of national is- 
sues. Today, it more often 
resembles a madhouse 
where foul language, fisti- 
cuffs and walkouts are the 
norm. Indeed, the ongoing 
feud between Bhutto and 
Sharif has become the most 
debilitating factor in Pakistani politics. 

Bhutto, however, has not helped herself 
by allowing her husband to re-emerge into 
the political spotlight. Zardari's interfer- 
ence in government and economic policy 
was a major reason for the first Bhutto gov- 
ernment's dismissal in 1990 by an angry 
army and bureaucracy. "Bhutto has not 
learned any lessons from the debacle her 
government faced in 1990," wrote Shaheen 
Sehbai of the Dawn newspaper. 

Indeed, Bhutto's second term is seeing 
a repeat of some of the same accusations 
that were hurled at her during her first stint 
as prime minister. “Increasingly,” wrote 
the Friday Times, “questions are being 
asked about why her team is so incompe- 
tent, why she has allowed herself to be sur- 
rounded by sycophants and discredited 
bureaucrats, why Asif Zardari is again 
looming larger than life — in short, about 
why she is acting like her own worst en- 
emy." 

After spending two vears in jail on cor- 
ruption charges, of which he has now been 
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cleared, Zardari claimed he had changed 
his ways. He stayed in the background last 
October, when Bhutto's Pakistan Peoples 
Party (PPP) was elected by a public hoping 
for political stability and social reform. But 
within a few months, he re-imposed his 
influence. A critique of Bhutto's first six 
months of rule brought out by Sharif's 
Muslim League charged: "While Bhutto is 
the protocol prime minister, the real ruler 
of Pakistan is undoubtedly Asif Ali 
Zardari." 

That sentiment is echoed by some in the 
PPP itself. “Zardari is the de facto prime 
minister of Pakistan. Nothing moves with- 
out him," said a disgruntled party veteran. 
Manv PPP members also hold Zardari re- 
sponsible for Bhutto's break with her 
mother Nusrat and brother Murtaza. 

Politically, Zardari has yet to earn his 
spurs. PPP leaders hold him responsible for 
the party's failure to win the crucial elec- 
tion for the post of chairman of the Senate. 
The chairman of the Senate is the de facto 
vice-president of the country, and the PPP's 
defeat was a serious embarrassment for 
Bhutto. Zardari spoiled the play by push- 
ing a candidate who was a close friend but 
had little support in the party. 

But the most significant charge against 
Zardari is that he is playing an extra-con- 
stitutional role, governing though he holds 
no government office and is only a mem- 
ber of the National Assembly. Senior bu- 
reaucrats say Zardari has a major say in 
economic decision-making and the ap- 
pointments of top bureaucrats. At a recent 
World Bank-sponsored conference in La- 
hore, for example, industrialists and bank- 
ers complained that Zardari's role in the 
financial sector, the government's privati- 
sation policy and the economy was far too 
great. "Disputes between government and 
industry eventually all end up on Zardari's 
desk," said a senior industrialist. 

Zardari denies he is bidding for a high- 
profile role in the government. He claimed 
in an interview in the monthly Herald 
magazine that "by nature ] am an active 
individual, so I feel I get more in the lime- 
light.” However, he added, “the fact that | 
happen to be the husband of the prime 
minister gives me some stature . . . for in- 
stance, in protocol I am No. 4. Whether 
somebody likes it or not, there is nothing 
you can do about it." 

Meanwhile, Pakistan has been hit by a 
spate of natural disasters. A devastating 
eight-month drought has dried up irriga- 
tion channels and reduced hydro-electric 
power generation by more than a third. 
Small-scale industry, irrigation wells and 
urban life have come to a virtual standstill, 
with rural areas facing up to 10 — and 
urban areas eight — hours without elec- 
tricity daily. A virus has devastated the 
cotton crop, leading to a 1.3-million-tonne 
shortfall in cotton production. The drought 
has also cut into the wheat crop. 
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Agreeing to the IMF's 
conditions for a USS1.3- 
billion loan, the Bhutto 
government has cut sub- 
sidies on such basic sta- 
ples as flour, the price of 
which rose by 20% last 
month. This year’s 
budget will impose a 
crippling 15% sales tax 7 
on all basic consumer AAN 
items, pushing the rate of 
inflation well into double 
digits and making life, 
especially for the poor — 
the PPP's vote bank — extremely difficult. 

The economic mess was largely a crea- 
tion of the profligate government of Sharif, 
whose tenure was marked by numerous 
corruption scandals. Bhutto inherited an 
empty exchequer, but she has had little 
luck in explaining that to the public. On 
the political front, the Muslim League has 
refused to reach understanding with the 
government even on crucial national issues 
such as Pakistan's nuclear programme and 
the dispute with India over Kashmir. It 
took direct persuasion by the army, for ex- 
ample, to force Sharif to keep quiet during 
the visit of the United States' deputy secre- 
tary of state, Strobe Talbott, to Islamabad 
in April to discuss the nuclear issue. 

The ۲۲۲۰ failed attempt to topple the 
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Bhutto: power-grab fears. 
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opposition-run govern- 
ment of the North-West 
Frontier Province, which 
led to President Farooq 
Leghari imposing presi- 
dential rule in the Pun 
ince on February 25, has 
made both the opposition 
and Bhutto's alliance 
| partners nervous. They 
تیر‎ fear that once again, as in 
3 1988, Bhutto is making à 
grab for total power. 
For the moment, the 
military is keeping out of 
the fray. But sources close to the army say 
senior generals are frustrated by Bhutto's 
lacklustre performance. This has fuelled 
speculation in the media about the upcom- 
ing visit to Pakistan of the former caretaker 
prime minister, Moeen Qureshi, currently 
in the U.S. During his three-month tenure 
last year, Qureshi set in motion ground- 
breaking economic and social reform pro- 
grammes. Bhutto has followed up on only 
some of them. 

The army considered Qureshi à saviour, 
and offered to support him if he ran for 
president last year, an offer he declined. 
He is now returning home on a high-pro- 
file visit to meet politicians, the army and 
the press. Both Bhutto and her foes must 
be nervous. 2 
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tions of Southeast Asia were saved 
from what might have been one of 
the world’s biggest ecological disasters. On 
the night of January 21, 1993, A. P. 
Moeller's Maersk Navigator leaked oil 
from a hole caused after it collided with 
the Japanese ship Sanko Honour outside 
the northern entrance to the Strait of Ma- 
lacca in the channel between Sumatra and 
the Nicobar Islands. The Maersk Naviga- 
tor, a very large crude carrier, was carry- 
ing about 248,000 tonnes of light Omani 
crude from the Persian Gulf to Japan. Both 
it and the Sanko Honour flew the flag of 
Singapore. Fortunately, the resulting fire 
and spill were expeditiously brought un- 
der control with the help of tugs and fire- 
fighting vessels sent from Singapore. 
Although the Maersk Navigator was 
among the biggest tankers tomeet with an 
accident in recent times, the litany of acci- 
dents is long. It includes the names of ves- 
sels now associated with major environ- 
mental catastrophes: the Torrey Canyon, 
Amoco Cardiz, Exxon Valdez, Haven and 
so on. Unfortunately, the situation will con- 
tinue so long as the structure of the tanker 
industry makes it prone to accidents. 
Indeed, the shipping world has a most 
perverse set of rewards for ship owners. 
Responsible owners are penalised while 
those willing to take greater risks with 
safety are rewarded. As freight rates fall, 
moreover, responsible owners with newer 
and better-maintained tonnage will find 
themselves yielding to older, more risk- 
prone and, above all, cheaper ships. 
Another big lacuna in the existing svs- 
tem is that those who charter a ship have 
no responsibility for the safe transport of 
cargo. If a charterer is committed to the 
safety of his cargo, he may perhaps see the 
wisdom in rewarding a ship owner for 
transporting his oil. Similarly, oil majors, 
independent traders and industrial end- 
users have no responsibility (apart from 
insuring the cargo against loss) for its safe 
transportation. Freight markets thus re- 
main dominated by short-term charters, 
and decision-making is essentially based 
on the cheapest transport cost, regardless 
of the quality of the ship. If, however, all 
parties were made accountable in the event 
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Tanking Up 


By Krishan Dev 


of accidents, substandard ships would no 
longer be used. 

Other incentives compound the prob- 
lem. As pressure mounts for cheaper and 
cheaper transportation, crews have become 
more of a commodity rather than the 
greatest single asset of a company. Inde- 
pendent research has shown that 80% of 
shipping accidents are caused by human 
error. Yet, the vast bulk of the world fleet 
is crewed on the basis of cheapness, not 
competence. This is a most short-sighted 
policy. 

The responses to this have been varied. 
In the United States, the Congress in 1990 
passed the Oil Pollution Act. Among its 
various measures, it places an unlimited 
financial responsibility on the polluter, and 
requires a Certificate of Financial Respon- 





& ...the next 
tanker accident 
may be but 
one navigational 

error away g 





sibility from shippers. 

Similarly, Europe recently adopted far- 
reaching measures to enhance maritime 
safety and pollution prevention by stamp- 
ing out substandard tonnage in European 
waters. This policy is outlined in the Brus- 
sels communication: “A Common Policy 
in Safe Seas." 

Some may view the measures adopted 
by Europe and the U.S. as harsh medicine 
for the industry. They will point out that 
this will reduce both the number of ships 
and owners. But this is precisely what the 
industry needs. Only after the surplus ton- 
nage has been removed will freight rates 
rise high enough to compensate responsi- 
ble owners. 

Asia has huge interests in the safety of 


FAR EASTERN ECONOMIC REVIEW 


Retired Rear Adm. Krishan Dev is the former chief executive of 
the Shipping Corporation of India. 


this industry. With regard to the Maersk 
Navigator, besides the help provided by 
Singapore, oil spill alerts were sounded in 
Malaysia and Indonesia. The Indian coast 
guard did a good job tackling the spill by 
rushing equipment to the site of the acci- 
dent. The effective use of all the resources 
at hand prevented the disaster from strik- 
ing the Nicobar Islands. 


he lessons here are obvious. The 
f countries of this region need to take 
urgent measures to combat a large 
oil disaster, given the millions of tonnes of 
oil that move through the Indian Ocean 
each year. First, Singapore, Indonesia, Ma- 
laysia and other affected countries need to 
reach an agreement to come to one anoth- 
er's aid in the event of a spill near any of 
these countries. Each country should build 
up its own shore-response centres with 
trained manpower and equipment. They 
will also need to share technology for fight- 
ing damage caused by spills. 

Second, a combined force needs to be 
created which would have the authority to 
inspect all tankers entering the Indian 
Ocean and enforce regulations laid down 
by various international authorities. The 
European Union has already introduced 
such à measure. 

Third, the countries should support In- 
donesia's demand to restrict the entry of 
vessels over a particular size to the Strait of 
Malacca. In the past, Indonesia has called 
upon big tankers to pass through the deep 
Lombok Strait near the resort island of Bali. 
But the tanker owners oppose this. 

Fourth, countries need to establish a 
ship reporting /information exchange sys- 
tem to track the movement of ships. 

Fifth, the countries should consider 
adopting some of the measures included 
in the U.S.' Oil Pollution Act. 

There can be no doubt that international 
transport will become more costly once the 
required standard and safety rules are en- 
forced. But what is more important — hu- 
man life, ecological safety, efficient and re- 
liable service and low insurance costs, or 
short-term gains to speculators? Southeast 
Asian countries need to take urgent action 
today as the next accident may be but one 
navigational error away. = 
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TRAVELLERS' TALES 





FILM MAKERS BOOBED: The pro- 
tuberances of busty film actresses were 
partly to blame for murders by a movie- 
loving killer from Madras, according to the 
Supreme Court in New Delhi. The con- 
victed man, Auto Shankar, had pleaded that 
the sex and violence of the cinema had in- 
spired his crimes, and thus it was the film 
makers who were really the guilty parties. 

This view "appears to be justified," said 
Justice K. Jayachandra Reddy and Justice 
G. N. Ray, in a report sent to me by 
Brajendra Singh of New Delhi. 

The judges condemned the gratuitous 
use of over-shapely women in movies, but 
were careful not to use unjudicial terms, 
such as "naughty bits" or "bosoms." 

"We are at a loss to know whether it is 
compulsory that a heroine should invari- 
ably appear on the screen with accentu- 
ated angularities, deepened depressions 
and exaggerated protuberances of the 
body," they said in a statement. 

The Indian film industry is not expected 
to de-accentuate the angularities of their 
starlets. It's a good thing these two legal 
gentlemen aren't advertising copywriters 
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for bra companies such as Wacoal or 
Gossard. Imagine their slogans: “Exagger- 
ate your protuberances with Wondabra.” 


ITEM BLONG REVIEW: Following an 
item about Pidgin English recently, a 
reader sent me an article about Bislama, a 
tiny language spoken on Vanuatu, an ar- 
chipelago in the South Pacific. In the Sun- 
day Independent, a British newspaper, Claire 
Francis offers some Bislama vocabulary. 
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Something broken is a hagarup. A repair 
tool is a bagarup tul. A man wiwi is a French- 
man (that is, a man who says "Oui, oui"). 
A brassiere is a basket blong titi. 





DIRT CHEAP: Anyone know what “clean 
dirty ice cream” is? This ad was seen in 
the Makati Village Voice by Bruno Cornelio 
of USAID in the Philippines. Whatever it is, 
you can buy a gallon of it in cheese-flavour 
for only P170 (USS6.30). Yum. Perhaps 
they drop it on the ground, and then rinse 
it? 
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| CLEAN derty ice cream. 


at a wafer-based cone p 













SLOW BOAT TO CHINA: According to 
the television schedule of Beijing Weekend, 
there is a programme called Around the 
Globe in 45 Minutes, which runs from 9:10 
p.m. to 10:30 p.m. on a Saturday evening. [ 
don't understand why it isn't called Around 
the Globe in One Hour and 20 Minutes? 
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MAMMA MIA: Are the Vietnamese taking 
the MIA (Missing In Action) issue as over- 
seriously as the Americans? Apparently 
not, judging by the existence of the MIA 
Cafe, which I visited recentlv in Hanoi. 
Other recent Vietnamese restaurant names: 
B-4 75 and Apocalypse Now. There used 
to be a place called Embargo, but I guess 
that's out of date now. 


PENMAN INSTITUTE . . . NOT: Got a 
letter from the principal of the Pelman In- 
stitute of Singapore. This (right) is how it 
was signed. It says: “lan 
Miller," as you can read for 
yourself — if you have psy- 
chic powers. I just hope he 
doesn't hand-write his com- 
ments onto your course- 
work. 








Your sincerely, 
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BULLISH: Do people refer to 
you as a “B. S. Artist”? Me, 
too. Well, now people like us 
have our very own brand of 
cigarettes. Jeff Wise came 
across BS cigarettes in north 
Vietnam recently. There is 
also a new hostelry in Hanoi 
called the BS Hotel. We are 
being well-catered for. 


PPIN-HEADS: The youth of 
South Korea is being swept 
by “ppi-ppi fever,” accord- 
ing to the Korea Times. A 
ppi-ppi is the popular term 
for beeper, inspired bv the 
noise the devices make, | hear from Eric 
Jome of Pusan. 

A student at Shinjin Technical High 
School in Seoul said: “In our class [of 54], 
about 10 to 15 boys are carrying it.” Gangs 
use pagers to summon help during fights. 
College-age ppi-ppi users send coded mes- 
sages to summon partners of the opposite 
sex. “The number 119 is used to indicate 
their wish for immediate 
phvsical contact,” said the 
newspaper. 

Teachers and lecturers 
have taken to ejecting stu- 
dents carrying ppi-ppis in 
class. If you ask me, they 





should banish the lot to that 
isolated atoll in Thailand 
called Phi-Phi Island, where 
they can ppi-ppi to their 
hearts' content. 


FOR STARTERS: Reading 
a book review about Burma 
in this magazine recently, 
Christopher Goldthorpe's 
eye was caught by the 
phrase “embassies are listed 
with addresses and tele- 
phone numbers." 
Christopher, who now 
works for the International 
Natural Rubber Organisation in Kuala 
Lumpur, once lived in Rangoon. He 
needed to call the British Embassy, so he 
looked it up in the "B" section of the Ran- 
goon phone book. No luck. He tried "U" 
for United Kingdom. Nothing. "G" for 
Great Britain? Unh-unh. "E" for England? 
Nope. He started working through the 
book from the start, and found the British 
Embassy listed under "H," for "Her 
Brittanic Majesty's Embassy." Of course. m 





Have a tale to tell? Call (852) 508 4382, fax 
(852) 503 1530 or write to GPO Box 160, 
Hong Kong. 
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Prayer room in the Wat Khmer Jathanaram in New York's Bronx borough. 





REFUGEES 
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A Home in the Bronx 


Cambodians are joining the American mainstream with varying degrees of success 


By Adrienne Mong 


here is no denying this: New York 

City's borough of the Bronx has a 

distinct identity. Its population is pri- 
marily poor African American or Latino; 
Spanish and English are spoken in near- 
equal proportion on the street; and stereo 
speakers blare "gangsta" rap, the language 
of today’s inner-city-minority youth. The 
scene doesn't exactly seem an appropriate 
place for a Khmer Buddhist temple. 

But nestled in a row of rundown homes 
in Fordham district, Wat Khmer Jatha- 
naram attracts a unique following — Cam- 
bodian refugees, many of whom have fled 
the ravages of war. 

What are Cambodians — whose num- 
bers in the Bronx total only 3,000 — doing 
in a New York district less known than 
others as a home for Asian immigrants? 
Merely surviving. 

“Resettlement agencies, when they are 
bringing in refugees, no matter who they 
are, have to look where there [are] places 
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to resettle people,” explains Sister Jean 
Marshall, director of St. Rita's Centre for 
Immigrant and Refugee Services. "This 
was an Irish-German population. Just be- 
fore the late 1970s, many of the German 
and Irish moved out and . . . the apart- 
ments became vacant." 

To be sure, living standards in the 
Bronx can be dire, especially in the winter, 
and the crime rate is high — harsh condi- 
tions for war-traumatised refugees from an 
agrarian society. But for more than 10 
vears, the majority of this small commu- 
nity of Cambodians has adapted well. 

They are not completely alone. A larger 
group of Vietnamese shares the neighbour- 
hood. Together, they number around 
10,000, most of whom live within a 15- 
block radius of St. Rita's. 

The centre was founded in 1983, follow- 
ing the arrival of Vietnamese and Cambo- 
dians in the late 1970s and early 1980s. 
"The first wave of Vietnamese were mostly 
cultured, educated people, [as were] the 
first wave of Cambodians," says Marshall. 
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But, “before long, in 1982-84, the Cambodi- 
ans began to come who were the farmers, 
those who had no education and no skills.” 

St. Rita's serves them as a "multi-serv- 
ice, community-based organisation" that 
provides essentials such as food, clothing 
and housing as well as English and com- 
puter classes. 

The centre also runs à job placement 
service. “For the past five years,” says Pavin 
Gonzalez, the programme's head, "our 
record has been strong. About 65-70% of 
our clients find jobs — all entry-level, of 
course." 

In addition to receiving social services, 
the Cambodian community has access to a 
mental health care programme that has 
been practically tailor-made for them. A 
few blocks from the Khmer Buddhist Soci- 
ety, which owns and operates Wat Khmer 
Jathanaram, stands the Montefiore Family 
Health Centre. 

As the only Southeast Asian mental 
health service in New York, the clinic of- 
fers primary care for families. According to 
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Dr. Joseph Lurio, the centre's medical di- 
rector, “We are the medical provider of first 
resort to men, women, children and the 
elderly.” 

The clinic has a unique twist, however, 
shaped in part by the demands of the Cam- 
bodian and Vietnamese communities. “In 
our care of the Indochinese refugees in the 
area, it became clear that their problems 
were related to post-traumatic stress after 
the war,” says Lurio. "It meant that we had 
to take a special approach. We relied on an 

. ecology of the biomedical and psycho- 
logical and social. You cannot separate one 
from the other." 

Post-traumatic stress, depression and 
alcoholism are some of the ailments treated 
at the Montefiore centre. Says Lurio: "The 
initial needs came from adults in their 30s 
or 40s . . . . They're refugees, not immi- 
grants. That creates a certain status." 

For the most part, say those who work 
with the refugees, 
children cope better 
with change than their 
parents. "The adoles- 
cents don't experience 
anything more than 
other foreign popu- 
lations or immi- 
grants," says Judith 
Berenson, a psychiat- 
ric social worker. But, 
cautions Joyce Wong, 
a social worker at the 
Montefiore centre 
who counsels a num- 
ber of Cambodian 
women and children, 
“The teenage years 
are the most difficult. 
The kids have to ad- 
just to everything at 
once — a new home, 
school, friends, lan- 
guage.” 

Although Cambo- 
dian adults may find 
it more difficult than their children to ad- 
just, some have found that their mental 
health needs have begun to shift to the 
more mundane. Says Lurio: “From the 
psychological and social standpoint, [the 
Cambodians] have changed in that people 
are becoming more comfortable with [the 
idea of] stress. They realise they have prob- 
lems and are willing to admit that they 
have these difficulties. Some of it’s the 
typical American immigrant experience, 
but that's compounded by the baggage 
they carry. 

Evidence exists that wounds heal and 
families move on, however. Lang Leang 
Kulen, a medical records clerk and an ac- 
tive member of the Khmer Buddhist Soci- 
ety who arrived in the United States in 1981, 
says most of the Cambodians from 
Fordham “moved to Lowell, Massachu- 
setts, where it is more quiet .... Down here 
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it is difficult to stay because of the crime.” 

But while some Cambodian refugees 
appear to be on the road to joining the 
American mainstream, Marshall, St. Rita’s 
director, believes that the process of adjust- 
ment and acceptance takes a long time. “I 
would say for any refugee it is much more 
difficult than it is for an immigrant. They 
don't come here by choice. They re victims 
of war. [With] all the possibilities that are 
open to them, it takes them longer to really 
become a part of the society. I think it will 
take at least 10 years for a refugee to be- 
come a non-refugee in every respect.” 

But even a decade may not be time 
enough given the testimony of some of 
Fordham’s older Cambodian residents. 
Wong, the Montefiore centre social worker, 
says many of the Cambodians who visit 
her at the clinic depend on government aid. 
Among her patients is a father with a fam- 
ily of six children, all of whom have been 
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The building that houses Wat Khmer Jathanaram. Right: Lang Leang Kulen. 


living on welfare for 10 vears. "The father 
receives US$1,000 a month from the gov- 
ernment . . for eight people. They live in a 
one-bedroom apartment that costs US$450 
a month." While this family's conditions 
are extreme, it is what Wong calls a "typi- 
cal example." 

Berenson attributes the predicament 

partly to the length of time the Cambodi- 
ans stay in refugee camps and partly to 
government inefficiency. “Most of the peo- 
ple spent three to eight vears in refugee 
camps in Thailand before coming here. . 
A certain kind of immobility develops from 
that [and] I think certain aspects of the 
[U.S.] welfare system reinforce the passiv- 
ity they had in those camps," she says. 

The inertia is compounded, Berenson 
adds, by a lack of networking among the 
Cambodians that is common in other Asian 
immigrant communities in the U.S., such 
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as the Chinese or Koreans. "Clearly it's dif- 
ferent from other Asian groups, where 
there's an organised system," she says. The 
social paralysis ^may be related to the lack 
of well-off people i in the community or as- 
similation issues." 

Berenson would like to see "more in- 
vestment from the better-off Southeast 
Asian segment" in the U.S., such as Cam- 
bodian neighbourhoods on the West Coast, 
where the population is older and more 
established. 

On the other hand, she says, "we 
haven't seen any Aids development like in 
Los Angeles or elsewhere on the West 
Coast, and the gangs are not a problem." 
More important, Berenson is also quick to 
dismiss painting a bleak picture of the 
Cambodians' plight. "A very small per- 
centage of them come to see us so we see a 
very skewed side through our own work." 
Wong agrees, adding, "Not everyone fits 
these categories" of 
poverty and tragedy. 

Indeed nearly all 
the Cambodians say 
they aim to settle in as 
new Americans. Ac- 
cording to many of 
the social and health 
care workers, none 
has indicated a desire 
to return to Cambo- 
dia, despite the 
United Nations peace 
plan. “For a visit, yes. 
For good, no," says 
Sara Phok, a case 
worker at the Mon- 
tefiore centre. Phok 
has been in the U.S. 
since 1986, before 
which she spent five 
years in refugee 
camps in Thailand 
and the Philippines. 
Her first visit home 
came last year, an 
emotional reunion but not convincing 
enough to compel her to return for good, 
she insists. 

“They stay here for their children's fu- 
ture," elaborates Berenson. } lopes run high 
for the Cambodian youngsters. At the same 
time, their success, accompanied by a 
measure of assimilation in the U.S., comes 
with a price: the potential loss of cultural 
heritage. 

But the Cambodian community seems 
to be preparing for this downside. Among 
the great things Lang Leang Kulen envi- 
sions for the Khmer Buddhist Society is to 

“educate the young people about Buddhist 
culture. Not only the monks can practise it, 
but also the lay people in everyday life.” 
As Lang says, appropriately for his U.S. 
home and for his children, “I don’t want 
this place to stay the same. I want it to 
grow." F 
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The Clean-san That Wasn't 


The Time to Act is Now: 
Thoughts for a New Japan 
by Morihiro Hosokawa. 
NTT Mediascope Inc., 
Tokyo. Y2,800. 


In his recent autobio- 
graphy, published when 
he was still in power, Ja- 
pan's former Prime Min- 
ister Morihiro Hosokawa 
avows to slay the drag- 
ons of political reaction 
and social stagnation 
plaguing Japan, and to 
found on their bones a 
21851-001101۷۲ Camelot in 
which honest leaders 
serve the popular will. 

But even before the 
embattled prince hung 
his head on April 8 after 
eight months in office, the 
book's glaring gaps re- 
garding X Hosokawa's 
morally chequered career 
and the harsh realities of 
Japanese politics ren- 
dered it an unreliable 
guide to the man and his 
"mission of destiny." 
Now, the book, barely 
125 pages long, will en- 
gross only collectors of 
Hosokawa memorabilia. 

The more reliable pas- 
sages focus on Hosokawa personally, 
highlighting his eclecticism. Self-disci- 
plined and driven to "self-improvement," 
he relaxes by listening to jazz, which he 
refers to as "an old friend." An avid reader 
of Asian classics, he simultaneously culti- 
vates “a playful spirit" that, the reader 
learns, is "an important source of . 
ideas." Although a proud scion of his an- 
cient samurai family, Hosokawa prefers 

“unpretentiousness [and] simplicity" over 
formality. 

As governor of Kumamoto Prefecture, 
and as the first Japanese prime minister not 
to be a member of the conservative Liberal 
Democratic Party (LDP), Hosokawa ap- 
peared to honour these ideals. In fact, while 
members of the LDP typically displayed an 
uncharismatic dignity which commanded 
respect without affection, the youthful 
Hosokawa effortlessly leavened authority 
with genuine populism, garnering record 
public approval ratings and eliciting com- 
parisons to John F. Kennedy and Bill 
Clinton. 

The author, however, conspicuously ig- 
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nores troublesome ques- 
tions about his personal 
ethics, the topic that ulti- 
mately toppled him from 
office. In the 1970s, he 
was close to political 
overlord and former 
Prime Minister Kakuei 
Tanaka, who cynically 
smelted an "iron trian- 
gle" of LDP, corporate 
and bureaucratic collu- 
sion before the law 
snared him. To be sure, 
politicians rarely ex- 
pound upon incriminat- 
ing subjects voluntarily. 

But Hosokawa must 
not be allowed this de- 
fence, for as author, he 
pledged to win "the trust 
and respect of the Japan- 
ese people," while as 
politician, he excited the 
electorate with his prom- 
ises to expunge corrup- 
tion. Yet, Japan's self- 
styled "Mr. Clean" point- 
edly chose not to reveal 
his sentiments on Tanaka 
the ex-convict, and never 
alludes to him in the 
book. Such lacunae stand 
out now that a fusillade 
of ineptly answered cor- 
ruption charges has 
felled Hosokawa. 

Most of the book focuses on social, eco- 
nomic and political themes. Hosokawa 
portrays himself as a "practical idealist" 
opposed to the money politics, reactionary 
bureaucrats, conformist press and diplo- 
matic insularity of the LDP era. His political 
objectives included deregulation, electoral 
reform and environmentalism, in addition 
to apologising for World War II, saying 
“no” to select trade demands, liberalising 
the school system and adopting a pro-ac- 
tive policy in diplomacy. 

However, in his book, Hosokawa opts 
for a cursory, almost impressionistic treat- 
ment of these problem spots, rather than a 
cogent analysis of the cultural and institu- 
tional factors underpinning them 

For serious students of Japanese poli- 
tics, the most evident and irritating short- 
coming is the way Hosokawa treats the 
elite national bureaucrats who write most 
laws and apportion commercial licences. 
Hosokawa candidly states that "the legis- 
lative branch function|s] as an extension of 
the central bureaucracy.” 
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Taming the bureaucrats and restoring 
the legislative integrity of the parliament is 
the linchpin of reform that every populist 
leader must ultimately enforce if he wants 
to secure deep, lasting changes. But bu- 
reaucrats never go gently into the political 
night, and Hosokawa glides over this issue 
with a few off- hand observations that 
Kasumigaseki, the Tokyo district bureau- 
crats call home, is simply too dominant. 
He then moves on to an airy discussion of 
the “new agriculturalism.” 

Politicians often avoid nettlesome ques- 
tions and proffer homilies instead of de- 
tailed blueprints. Still, a leader who claims 
to be sharing his vision of a “revolution” 
that will usher in “a new type of govern- 
ment” falls short of that goal when he 
whips off 500 words on how Japanese de- 
mocracy “is . . . crumbling from within." 

Not surprisingly, this tract has been 
read and debated íar less widely than 
Ichiro Ozawa's Blueprint for a New Japan, in 
which the Japanese power-broker's acerbic 
frankness is evidenced by his declaration 
that in Japanese firms “workers are [ex- 
ploited] like pets." He adds that domestic 
economic ties result in a "closed society, 
one that bars foreign companies . . . from 
entering." 

Ozawa's concrete proposals for foster- 
ing economic growth include increased 
spending on better housing as well as in- 
frastructure development, not export 
surges. His intellectual domination of 
Hosokawa parallels the "shadow sho- 
gun's" de facto clout within the seven- 
party coalition that Hosokawa headed. 

Hosokawa's autobiography only pro- 
vides a few glimpses of his life, career and 
agenda. Rather than fulfilling its promise 
to detail the deep thinking of a young fire- 
brand striving to build “a new nation of 
principles," the book is a mere footnote to 
a brief era of hope that ended ingloriously. 

m Victor Fic 


Victor Fic is a writer based in Tokyo. 





Copy Cats 


A New American Identity: Work and 
Education in a Multicultural Age by Walter 
Feinberg, Routledge, New York. US$222. 


This book is not so much about Japan- 
ese as about Americans and their fear of 
Japan. Walter Feinberg, a professor of the 
philosophy of education, believes it is a fear 
rooted in admiration. For many Americans, 
he contends, “the quality of Japanese in- 
dustry is but a sign of the moral character 
of the Japanese nation,” and by extension 
the weakness of their own. One American 
interviewee comments, “The Japanese phi- 
losophy is that it takes all of us to build a 
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product, to be proud of that product . . . so 
that we can all go on for many years build- 
ing it and we'll all be happy. . . . Have you 
ever heard anyone [in America] caring 
whether the workers are happy? We don't 
talk here about happy workers." 

Feinberg peers behind the racism em- 
bedded in America's competitive obsession 
with Japan to unravel the effect of Japan's 
“image” of success on American self-confi- 
dence. Specifically, he tries to gauge the 
direct impact on American education, 
where the encounter with Japanese success 
has produced demands from within 
American society to make the next genera- 
tion of students more "competitive" inter- 
nationally. 

Americans use the image of Japanese 
economic prowess founded on strong na- 
tional identity, harmony inspired by tradi- 
tion and an educational system re-affirm- 
ing commitment to both, as a mirror that 
reflects the signs and sources of their own 
sense of decline. Japan is seen as a warning 
against "disintegrating national identity" 
and as a model for "taming marginality, 


Yankee on the Edge 


To the White Sea by James Dickey. — 
Houghton Mifflin, Boston. US$22.95. 


By page 94 of James Dickey's novel, To 
the White Sea, when the hero Kills his 
fourth Japanese civilian, the reader might 
be forgiven a bit of incipient squeamish- 
ness. Just what is Dickey — one of 
America's foremost living poets and the 
author of the minor classic Deliverance — 
up to here? 

The protagonist, Muldrow (the name 
is mentioned exactly once), is an Ameri- 
can aviator shot down over Tokyo the 
day before the great firebomb raid that 
destroyed much of the city near the end 
of World War II. The novel takes the 
form of a march to the north, following 
Muldrow's flight to the wintry island of 
Hokkaido. He is alone, speaks no Japan- 
ese, and, after he tosses away his useless 
handgun, unarmed save for his trusty 
hunting knife, of which he makes ruth- 
less and efficient use. 

Hiding out in a sewer in Tokyo, 
Muldrow awaits the destructive incendi- 
aries he knows his countrymen will rain 
down on the city. When the fire comes, 
he begins his trek, heading north on foot, 
on à log train, and in one comic inter- 
lude driving a truck in a Japanese Army 
convoy. He is captured once, due to the 
treachery of an American studying at a 
Zen Buddhist monastery; in typical 
superhero fashion, he slays his captors 
and takes off again, finally arriving at the 
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cushioning the demands of different inter- 
ests and tempering what some believe are 
the disintegrating effects of equality" — the 
conservative agenda that Feinberg op- 
poses. 

From their encounter with the Japanese 
image, American education reformers lit 
upon new goals for public education: fos- 
tering a unified national identity and de- 
manding a high level of academic achieve- 
ment. However, through interviews of 
Americans and Japanese and analysis of 
their cultural differences, Feinberg argues 
that in trying to learn from Japan, the re- 
formers mistakenly imitate the system 
rather than learn from the philosophy it 
embodies. 

American conservatives admire the co- 
operative spirit in Japanese factories and 
stress the need for American students' test 
scores to rise, neglecting both the lack of a 
causal relationship between tests and pro- 
ductivity and the true source of Japanese 
cooperative behaviour — a complex proc- 
ess that begins even before school. 

Paying attention to good social relations 


strait separating Honshu 
from Hokkaido, where he 
steals a boat and rows 
across. 

On the way, besides 
gutting a passerby every 
dozen pages or so, the 
lone American provides a 
running commentary on 
all things Japanese. The 
book can be read às an 
encounter between a self- 
reliant frontiersman (Mul- 
drow was raised by his 
father on the Brooks 
Range, in Alaska) and communal Ja- 
panese society, and much of it reads like 
a travelogue: 

"The Nips like heat, the intelligence 
officers told us. They live from one steam 
bath to the next one, and they'd stay in 
steam and sweat all their lives if they 
could." 

^. . . the Japanese love machinery, and 
they try their damnedest to be like white 
people, especially Americans." 

“As I noticed before, the Japanese 
spend most of their time looking at the 
ground, and they don't even seem to like 
to look at each other." 

When he's not delivering these coarse 
insights, Muldrow keeps moving north. 
The final 40 pages of the book, after he 
reaches Hokkaido, are an account of 
transformation, as Muldrow is nursed to 
health by a kindly clan of bear-hunters 
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should be the goal of American educational 
reform, Feinberg argues. The objective 
should be to develop a community where 
"individualism" means mutual respect, not 
selfishness, and “multiculturalism” leads to 
“taking serious differences seriously.” 
Feinberg remains loyal to the individual- 
ism and multiculturalism that many regard 
as the source of American weakness and 
lack of focus. 

What is the point of invoking the Japan- 
ese image if Feinberg returns to the same 
liberal values conservatives criticise as re- 
sponsible for American decline? Feinberg 
accepts the goals of education — national 
identity and economic competitiveness — 
created by the American encounter with 
Japan, but he also believes that only Ameri- 
can values can get American students 
there. This is an argument for cultural 
uniqueness that is not so unique after all, 
but interesting to consider from the east 
side of the Pacific. m irene Wu 


Irene Wu is a Review intern, based in Wash- 
ington. 


(he kills one of them, 
too) and then finds his 
ultimate refuge with an 
ancient hermit and fal- 
coner. 

When the soldiers 
come for Muldrow, he 
is ready: "I walked out 
and I knew I had found 
it, what I had been look- 
ing for all my life, in all 
the blood and the 
fucking and the right 
arm and the fast move, 
in everything | had 
done and everybody 1 
had had to deal with." 

Dickey is a master of 
terse description, and there are powerful 
passages here; the perceptions of Japan, 
even filtered through the bigoted mind 
of the ex-gunner, are canny. But, even at 
the end, the reader is left puzzled: many 
of Muldrow's ruminations are blood- 
thirsty mumbo-jumbo, and there are 
hints buried in the text that imply that 
his killing began long before the war. 

Dickey has written only two novels 
in the 20 years since Deliverance ap- 
peared: clearly he is moved to prose only 
by obsessions. The obsessive moral am- 
biguity of To the White Sea will unsettle 
those readers who wade through the 
blood to Hokkaido, the snowy north, and 
the novel's end. m Richard Martin 


Richard Martin, an American journalist, is a 


1993-94 Rotary Scholar at the University of 
Hong Kong. 
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over-protected by his minders. 


Hong Kong Remains Colonial 





Mentality shaped over 150 years proves resistant to change 


ith little more than three years before it 
turns over the keys to China, the Hong 
Kong Government remains incapable of 
ridding itself of the worst of habits acquired over 
150 years of British rule. The attitude can best be 
described in one word: colonial. 

The colonial mentality still pers rvades the ranks of 
the administration. Its effect is clearly discernible 
among the Hong Kong people. At a recent event 
held in Hong Kong Park, the master of ceremonies 
introduced the secretary for recreation and culture, 
James So, in English and in Chinese. His name came 
up about half a dozen times subsequently. Each 
time he was referred to in English, it was simply as 
"Mr. So." But each time his name was given in Chi- 
nese, it was always "Justice of the Peace So Yiu- 
cho." A title of little consequence elsewhere has 
taken on great importance in colonial Hong Kong. 

The current governor, Chris Patten, who arrived 
in 1992 determined to make Hong Kong a more 
democratic place before he departs in 1997, has 
found it difficult to make much of an impact. He 
has succeeded to an extent by spurning the tradi- 
tional knighthood of all governors, as well as by 
appearing even at formal events in business suits 
rather than gubernatorial regalia. 

Patten, however, is a newcomer and is overly 
protected by his minders. He is unaware of much 
that went on (and still goes on) in Hong Kong, and 
he evidently is content to remain that way. Often 
he appears unaware of attempts to contact him. 
Thus, when the president of the Royal Asiatic 
Society appealed to him, as the society’s patron, to 
reconsider the relocation of the colony’s public 
records, Patten was blissfully unaware of either the 
issue or the society’s attempt to contact him. The 
sole response the society got was a form letter 
from the director of administration. A subsequent 
appeal to Patten for a meeting went unanswered. 

The colonial government has historically discour- 
aged moves towards democracy and accountabil- 
ity. It now claims to believe in open government, 
but its actions belie its claims. In the mid-1970s, a 
senior government of- 
ficial, Alan Scott, de- 
clined to answer ques- 
tions on public policy 
unless  questioners 
could prove to his sat- 
isfaction that they were 
"responsible people 
with a relevant inter- 
est" in public matters 
who were willing to 
have their names and 
photographs pub- 
lished in the newspa- 
pers. In 1994, the gov- 
ernment is still ada- 
mantly opposed to al- 
lowing the public ac- 
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cess to official information. 

In the 1970s, the government introduced racially 
discriminatory legislation relating to immigration 
and other issues, which still remains on the statute 
books. In the 1990s, the government remains un- 
willing to support legislation outlawing discrimina- 
tion on grounds of race, sex, age, religion and mari- 
tal status. 

After the Tiananmen Square military crackdown 
in 1989, the government was forced to do some- 
thing it had long opposed: introduce a bill of rights. 
Still, it sought repeatedly to delay the implementa- 
tion of its key provisions for years, presumably so 
that British hands would not be tied while in con- 
trol of Hong Kong. For decades it maintained a 
policy of treating expatriate civil servants better than 
locals; only the impending change in sovereignty 
has forced it to adopt reforms. 

Each step forward was resisted by the govern- 
ment. Take the demand for setting-up an ombuds- 
man's office, first raised in the 1960s. The govern- 
ment claimed such a move was not necessary, that 
the secretary general of Umelco (Unofficial Mem- 
bers of the Executive and Legislative Councils) — à 
seconded senior civil servant — could investigate 
complaints under the supervision of members. 


he serious flaw in this system was made ob- 

vious when Y. M. Khan, a former superin- 

tendent of the auxiliary police, went to 
Umelco for help, charging unjust dismissal. Only 
years later did he find out that the secretary general, 
whose job it was to help him, was the man who had 
recommended his dismissal in the first place. The 
man had not seen fit to disclose his inherent conflict 
of interest. The bankruptcy of the system eventually 
led the government to appoint an ombudsman in 
1989, with retired judge Arthur Garcia as the first 
person to hold the position. 

Garcia proved effective, perhaps too effective. In 
a recent case involving the government's decision 
to allow a golf course and a waste disposal landfill 
to be situated in two country parks, the government 
first questioned his authority to investigate the is- 
sues, then maintained that the country parks ordi- 
nance "does not apply to the Crown." Moreover, 
the government declared that the use of a country 
park as a garbage dump was a "temporary" meas- 
ure meant to last only 16 years and so did not re- 
quire the approval of the Town Planning Board. 

In his decision, Garcia declared that "any gov- 
ernment which operates in the mistaken belief that 
only it can decide what is best for its citizens with- 
out hearing possible dissenting voices cannot be 
anything but a dictatorship." A month before the 
69-year-old Garcia's decision was made public, the 
Hong Kong Government decided not to extend 
Garcia's term, citing his age. He has been replaced 
by Andrew So, a product of the old Umelco system 
not known for challenging the government. All is 
well in colonial Hong Kong. = 
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Challenges of Progress 


Managing change brings new approaches at the top 


Imost everyone who returns to Ja- 
A karta these days after an absence 

of a few years is struck by what 
thev can read in the Indonesian press. 
Editors still get summoned to the Infor- 
mation Ministry or military intelligence 
from time to time if they are seen to over- 
step the mark, but items that would 
never have been tolerated even in the late 
1980s are now being devoured bv the 
country's readership. 

All this is part of a calculated effort 
by President Suharto to provide 
an increasingly dynamic society 
and its growing middle class 
with more avenues of expres- 
sion. Suharto obviously realises 
it is not wise — and perhaps 
impossible in the current infor- 
mation age — to keep the lid 
on. But now the genie is half- 
way out of the bottle, he may 
find it increasingly difficult to 
force it back in again if things 
don't go quite the way he wants 
them to. 

Indeed, trying to stage-man- 
age socio-political change is go- 
ing to be problematic, particu- 
larly during a time of rapid eco- 
nomic growth. “We have a mid- 
dle class coming in, people who 
talk freely about everything," 
says economist and former stu- 
dent activist Sjahrir. "It's dynamic and 
it's going to go further and further. We 
know there are people in very high 
places who are very much interested in 
keeping the status quo, but society 
should be allowed to act on its own 

There are signs that it may be doing 
just that. Analysts point in the first place 
to the election of former president 
Sukarno's daughter, Megawati Sukar- 
noputri, as president of the Indonesian 
Democrat Party (PDI) — an outcome that 
clearly did not find official favour and 
which was resisted to a point where it 
became almost an embarrassment. Al- 
though a disgruntled military is seen to 
have had a hand in pushing Megawati's 
candidacy, it still represented something 
of a watershed for opposition politics. 

The subsequent election of prominent 
pribumi businessman Aburizal Bakrie as 
chairman of the Indonesian Chamber of 
Commerce and Industry (Kadin) was 


By John McBeth in Jakarta 


another seeming affront to presidential 
authority. Suharto's candidate for the 
post is widely believed to have been state 
enterprise nominee Abdul Rachman 
Ramly, the former president of the Per- 
tamina oil company and an ex-ambassa- 
dor to the United States. Bakrie and his 
board have still not had a customary au- 
dience with the president. 

"You have to look at the overall state- 
society relationship in which the state is 
not so omni-powerful and where other 





Suharto and Try Sutrisno: a question of succession. 


sectors of society have to be accommo- 
dated," says Sjahrir. Noting the recent 
use of Indonesia's previously tame par- 
liament to expose alleged wrong-doing, 
he adds: "There's a psychological climate 
at this moment . . . You're talking about 
an entirely different society which now 
has a US$680 per capita income. It may 
not be big, but it's a lot different from the 
US$100 per capita of 35 years ago." 
Certainly, there have been signs of 
official unease. Last December, appar- 
ently incensed by accusations that he 
had masterminded a number of violent 
incidents across the country over the 
past decade, Suharto accused student 
protesters of using tactics similar to 
those of the banned Communist Party 
of Indonesia. Two months later, both he 
and State Intelligence Coordinating 
Agency (Bakin) chief Lieut.-Gen. 
Sudibyo warned of moves within soci- 
ety aimed at destroying Pancasila, the 
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state ideology. 

Sudibyo criticised intellectuals for 
questioning the relevance of Pancasila 
and said the home-grown ideology was 
under siege from liberal democrats both 
inside and outside Indonesia. This was 
clearly a reference to a growing internal 
debate over democratisation, and also to 
external criticism of Indonesia's human- 
rights record. Western interpretations of 
both concepts, Sudibyo declared, were 
unsuitable in the Indonesian context — 
an argument heard in other cor- 
ners of official Indonesia as well. 

Statements such as these, 
however, have tended to un- 
derline contradictions in the 
government's openness policy. 
The effort to manipulate the 
outcome of the ۲۳۴۰۰ Surabaya 
congress was a case in point. 
But so too was the four-year jail 
term handed down to long- 
time activist Nuku Sulaiman 
for distributing a sticker alleg- 
edly insulting to the president, 
and the trial of 21 students ac- 
cused of the same offence. Both 
demonstrated Suharto's acute 
sensitivity to personal attacks. 

Despite pressure from the 
U.S. in particular, the Indone- 
sian Government has also re- 
fused to allow any other trade 
union outside the officially-recognised 
Serkat Pekerja Seluruh Indonesia. In- 
stead, in a successful effort to head off 
the withdrawal of American trading 
privileges, authorities gave legal backing 
to individual collective bargaining 
agreements and went some of the way 
towards removing the military from di- 
rect involvement in labour disputes. 

At a time when it has sought to as- 
sert itself more on the international 
stage, particularly through Suharto's 
chairmanship of the Non-aligned Move- 

ment and the coming Asia-Pacific Eco- 
nomic Cooperation conference, Indone- 
sia has found itself incapable of finding 
a more creative way of getting the East 
Timor problem off its back. If active re- 
sistance has all but faded away, it is 
clear the armed forces' continued use of 
heavy-handed tactics has spawned a 
younger-generation of Timorese who 
are perhaps even more sullen and an- 
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tagonistic than their elders. 

And the military itself? If there are 
divisions, they appear to be defined 
more by personality conflicts and per- 
haps access to the power centre than any- 
thing else. Indeed, the military tends to 
close ranks when it feels its place as an 
institution is being threatened — hence 
its sensitivity to losing the chairmanship 
of the ruling Golkar Party last year and 
also to critics questioning the continued 
validity of dwi-fungsi, or dual function, 
the concept that legitimises its role in po- 
litical life. 

Although it could hardly be suggested 
Suharto is trying to ease the armed forces 
out of politics altogether, over the past 
two or three years he has trimmed down 
the number of cabinet ministers with 
military backgrounds and appointed 
mostly civilians to the 27 provincial gu- 
bernatorial posts. Recent studies show 
that from a peak of 25,000 in 1967, officers 
seconded to dwi-fungsi positions had 
dropped to 13,000 
in 1986 and to 
about 9,500 by 
1992. 

The military es- 
timates there are 
about 1,500 key po- 
sitions in the cen- 
tral and provincial 
administrations 
which it believes 
should be reserved 
for uniformed ap- 
pointees. Among 
those, are the 100 
serving officers oc- 
cupying a fixed al- 
lotment of seats in 
the nation’s parlia- 
ment, who take their direction from 
Lieut.-Gen. Raden Hartono, newly-ap- 
pointed chief of the Social and Political 
Staff at armed forces headquarters. 

Hartono's reaction in February to the 
recent upsurge in student activism, in it- 
self an interesting phenomenon, was a 
pointed reminder of the military's con- 
tinued hardline stance on anything it 
feels may shake political stability or na- 
tional unity. How that attitude, and the 
tendency of local commanders to deal 
harshly with dissent, will play in an in- 
creasingly fluid and urbanised society 
will have an important bearing on Indo- 
nesia's future. 

"The present generation holds sway 
over a new military force, but is expected 
to do the same thing as the old genera- 
tion has done," says one prominent re- 
tired general. Noting a dearth of com- 
mitted civilians during the nation's post- 
independence years, he adds: "In my 
day, everyone knew what dwi-fungsi 





A special role in politics. 


was. The difference now is that while the 
military is the same, the situation itself 
has changed immensely. The middle 
class has increased four or five fold . . . 
there is less scope for the military." 

Both for the military and every other 
sector of Indonesian society, the succes- 
sion continues to be Indonesia's obses- 
sion. As oblique as it may have been, an 
off-the-cuff remark by Suharto during à 
recent conversation with an American 
academic set off a flurry of speculation 
over whether the president would serve 
out his current sixth term. Suharto 
quickly made it clear he would, but dur- 
ing a meeting with Muslim leaders he 
appeared to drop a strong hint that re- 
tirement was in his mind when his term 
expires in 1998. Of course, such hints 
were dropped prior to his last re-election 
as well. 

At this very early stage, there is little 
doubt that Vice-President and retired 
army Gen. Try Sutrisno has the inside 
running as the 
choice for a new 
president. But one 
thing remains 
clear: no matter 
how much pro- 
gress Suharto 
wants to make in 
the civilisation 
process, it will be 
the military rather 
than an untried 
and distrusted par- 
liamentary mecha- 
nism that will ulti- 
mately decide the 
succession. 

Some observers 
believe the army is 
also concerned about its own unity, 
drawing an enduring lesson from the fe- 
rocious blood-letting that marked the last 
change of leadership in the mid-1960s. 
Indeed, the military's manoeuvrings 
seem designed to ensure it will not be 
forced to take any overt steps that could 
conceivably lead to the same cycle of 
coups and counter-coups that have af- 
flicted countries such as Thailand and the 
Philippines in the past. 

Another complicating factor for the 
military has been the emergence of an 
Islamic revivalist movement over the 
past five or six years, especially among 
the middle and upper classes, which has 
also led to a discernable and concurrent 
rise in anti-Chinese sentiment. 

While many army officers themselves 
are embracing the rebirth of Indonesia’s 
dominant religion, there continues to be 
nagging suspicion that Suharto may be 
using it as a way of countering and per- 
haps reducing the military’s influence. 8 
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THE ECONOMY 


Competing for 
Dollars 


nvestment Minister Sanyoto Sas- 
| trowardoyo smiles broadly and holds 

up the good news. It's a graph; in 
bright purple the bars for both domestic 
and foreign investment show that Indo- 
nesia is apparently off to a flying start 
in the first quarter of 1994. “1 think this 
is a very good sign," says the former 
electrical engineer, “when you consider 
the figure only covers two-and-a-half 
months." 

Given the notoriously irregular 
month-by-month pattern of investments, 
it is far too early to make any grand 
year-end projections. But with foreign 
investment approvals topping US$2.5 
billion and domestic approvals running 
at Rps 15.8 trillion (US$7.5 billion) over 
the same timeframe, Sanyoto feels there 
is reason for encouragement after a year 
in which Japanese investors stayed 
away. 

Across town, Trade Minister Satrio 
Budihardjo Joedono acknowledges the 
fall-off in the growth of non-oil exports 
was another worrying aspect of Indone- 
sia's 1993 economic performance. But he 
too is optimistic. "If you look at the num- 
bers, non-oil exports are going down. 
What you also see, however, is growth- 
rate opportunities going up. We see a lot 
of new markets . . . and we are now look- 
ing at the productivity of our existing 
export industries and at ways to expand 
diversification," he says. 

Although the US$36.82 billion in ex- 
ports for the year represented an 8.4% 
increase over 1992, that was much lower 
than the 15.7% and 14.3% increases re- 
corded in 1992 and 1991, The decline in 
the growth of non-oil exports to only 
16.2% from 25%-plus was the first since 
1986 when Indonesia began its economic 
surge. Imports grew only 3.2% to 
US$28.16 billion, compared with 
US$27.27 billion in 1992, leaving a trade 
surplus of US$8.66 billion. 

The most disappointing export per- 
formance was that of the textile and gar- 
ment sector, which in 1992 had sur- 
passed plywood as the country's biggest 
single foreign exchange earner after oil 
and gas. Although exports grew 20% in 
volume, revenue rose by only 2.2% — to 
US$6.13 billion from US$6 billion — a 
far cry from the large increases in the 
previous two years. 

Joedono attributed the slump to the 


APRIL 28, 


1994 


Day I day, they are learning 


to stand on thetr own. 


A growing number of people in the local commu- 


nities of Irian Jaya no longer depend on hunting alone : 


many have gone into business as well. 

Freeport's Business Incubator Programme was 
created to help people in the local communities enter 
the mainstream of economic activity. It assists them 
in finding opportunities and guides them through the 


steps of setting up their own business: how to use tools; 





how to make a plan; handling finances; how to make 


and sell their products profitably. 


Making industrial palettes and poles, sewing, and 
running nurseries: these are but some of the businesses 


that have emerged from this programme already. 


Helping people help themselves is just one way we 


give something back to our community. 
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recession in the developed world. Both 
he and Dan Edwin, marketing manager 
of Indonesian textile giant Texmaco, are 
confident 1994 will see a rebound as de- 
mand begins to pick up in the United 
States and perhaps even Europe. Edwin 
says he believes alternative markets, par- 
ticularly in Eastern Europe, will also help 
boost textile exports. 

If textiles have run into choppy wa- 
ters, it has been plain sailing for foot- 
wear. Four or five years ago, Indonesia 
exported only US$50 million worth of 
sports shoes. Last year, that figure was 
US$1.3 billion — and orders continue to 
accelerate. One well-known brand name 
now has three factories, turning out 
shoes costing US$7 to produce but sell- 
ing in Europe and the U.S. for US$70. 

Oil and gas exports continued their 
downward drift, compounded by a con- 
current slide in crude prices. With ana- 
lysts saying it may be another six months 
before prices top the US$15-a-barrel 
mark again, the US$16 budgeted for 
1994-95 looks decidedly over-optimistic. 
Each dollar fluctuation represents about 
Rps 600 billion in lost receipts for a sec- 
tor which is still projected to account for 
18.4% of Indonesia's total revenue of Rps 
69.74 trillion. 

Joedono makes no excuses for the 
USS16 target, even if it did raise eye- 
brows when the budget was unveiled 
last January. "It looked like a good 
number at the time," he said. "At some 
point you just have to make that deci- 
sion." The minister says there is now 
likely to be more pressure than ever on 
the government to come up with addi- 
tional domestic tax revenue, already pro- 
jected to rise 27% in the coming fiscal 
year. However, he ruled out the pros- 
pect of tax-rate increases, saying it would 
send the wrong signal to potential inves- 
tors. 

The sagging world oil market and an 
unexpected increase in routine govern- 
ment spending, which also included yen- 
sensitive foreign debt repayments, 
caused a Rps 1.8 trillion budget deficit 
for 1993-94, the first in 28 years. The 
shortfall will be funded from reserves ac- 
cumulated by selling petrol at above- 
market prices, but economists say the im- 
portant thing to look for is whether 
budget discipline can be better main- 
tained in future years. 

If falling foreign investment is re- 
garded as a particularly troubling feature 
of the economy, annual comparisons can 
be misleading. The 1992 figure included 
the US$1.6 billion Chandra Asri olefins 
plant, which began life in 1990 as a lo- 
cally-financed venture and then reverted 
to a 100% foreign invested project when 
the government became concerned about 


the rapid build-up of the country's debt 
position. 

As a result of the rescheduling, 
Chandra Asri became part of the 1992 
total. Without it, foreign investments for 
the year would have been equal to the 
US$8.7 billion performances achieved in 
both 1990 and 1991 — though there is a 
feeling in some quarters that the invest- 
ment exposure in those two years was 
dominated by companies looking for 
lower costs. Although there was a dip 
last year, Sastrowardoyo believes 1994 
will see a recovery — largely because of 
improvements in the world economy. 

Domestic investment reached Rps 
392 trillion last year, surging a full Rps 
10.2 trillion in the final two months of 
the year. Describing it as a “nice sur- 
prise," Sastrowardoyo puts this down to 
the government's three-year-old tight 
monetary policy in the second half of 


A Flood to Come 
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1993, which has seen interest rates drop 
to a current level of 16-17% from 20-21%. 

What is of concern, however, is that 
large amounts of credit are going into 
real estate and infrastructure, rather than 
the sort of manufacturing projects which 
will help soak up the 2.4 million workers 
joining the labour market each year and 
also halt the slowdown in non-oil exports 
that now account for about 74% of total 
outflows each year. 

While it is still too early to judge the 
affects of last October's deregulation 
package, which sought to make Indone- 
sia a better player in a highly-competi- 
tive market, efforts to decentralise invest- 
ment-licensing procedures have yet to 
bear fruit. “I haven't heard a positive 
word yet about the affects of the last 
package," said one analyst. “It’s a man- 
agement problem [and] its causing a real 
negative image." Sastrowardoyo ac- 
knowledges the criticism and says min- 
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isterial teams are now working with pro- 
vincial administrations to speed up the 
process. 

Another complaint about the last 
package was the way the government 
seemed to give with one hand and take 
with the other. It rewarded first-tier in- 
dustry by dropping the minimum in- 
vestment for 100% foreign-owned com- 
panies from US$50 million to only US$2 
million. But then it penalised longer- 
term ventures with paid in capital of 
USS50 million or more by requiring 
them to begin divesting down to 49% 
after only 10 years. Sastrowardoyo indi- 
cates a row-back is in the works as part 
of a comprehensive revamp of invest- 
ment rules. 

Like other Asian countries, Indonesia 
is well in the hunt for any part of the 
Japanese manufacturing base coming off- 
shore. In electronics, Hitachi, Toshiba, 
Sanyo, Panasonic and Sony are not only 
assembling the final product, but are also 
manufacturing the basic components. 
Sanyo, for instance, has put US$20-30 
million into three sub-assemblies at its 
Cimanggis plant, south of Jakarta, and 
has plans to diversify into other compo- 
nents as well. 

Sanyo has also started to make com- 
pressors for air conditioners and refrig- 
erators; Panasonic intends producing 50 
million loudspeaker units a vear; Hitachi 
has invested a further US$10 million in 
the manufacture of electronic parts and 
is also producing electrical switching 
equipment for a country which will need 
23,000 megawatts of extra power by the 
end of the decade. 

"There are components that are less 
labour-intensive and more technology- 
intensive which we are trying to move 
down to Indonesia," says Joedono. 

Still, with Japanese investment falling 
from U$1.5 billion to US$800 million last 
year, the magnet that is China has 
clearly become the major consideration. 
Notes economist Sjahrir: "Indonesia can 
compete against China, but really you 
have to talk about the bureaucracy, 
about the source of the high-cost 
economy. We need further deregulation. 
We must have an efficient domestic 
market to be competitive in the export 
market — and that means a reduction 
in monopolies, in government price 
determinations, and in other violations 
of market mechanisms." 

Sastrowardoyo believes Indonesia's 
political stability and abundant natural 
resources remain its main selling points. 
He also feels many investors are still 
hesitating over China. As he puts it: 
"They don't know if the conditions are 
going to be the same [in China] in the 
coming years." ia John McBeth 
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TELECOMS 


Lining Up Investors 


s with other major infrastructure 
A managers, a huge task lies ahead 

for state-run domestic communi- 
cations company, PT Telekomunikasi In- 
donesia (Telkom). Over the next five- 
year development plan, known as 
Repelita VI, it intends to install 5 million 
more telephone lines across the country 
— or a 166% expansion of the current 
nationwide network. 

It will be getting some help, however. 
Under last year's ministerial Decree No. 
39, which opens up Indonesian telecom- 
munications to outside investors for the 
first time, 2 million of the lines are being 
set aside for a private consortium involv- 
ing a recognised foreign telecoms opera- 
tor and an Indonesian partner. 

“Telecommunications is a sexy thing 
at the moment," says one 
foreign consultant. “I 
don't think Indonesia 
will have a very hard 
time attracting investors 
because it is one of the 
biggest countries in the 
world and there are 
mountains of opportu- 
nity for expansion." He 
did, however, sound a 
warning note: "Foreign 
operators will want to 
choose a local partner 
who will be able to bring 
some equity to the table 
and not just contacts." 

The US$7.5 billion ex- 
pansion is a major step 
for a country which currently has a tele- 
phone density of only 1.51 lines per 100 
people, compared with 9.91 in Malaysia 
and 39.85 in Singapore. Over the next 
five years, it plans to connect up the re- 
maining 50% of Indonesia's administra- 
tive districts and go much of the way 
towards installing a callbox in every vil- 
lage. In the next 25 years, it anticipates 
installing 48 million lines at a total cost 
of US$2 billion. 

Telkom President-Director Setyanto 
Santosa says there is also plenty of room 
for improvement in the telephone service 
itself. Indonesia lags behind in SCR, or 
successful call rate, with only 34% for 
trunk calls compared with 55% in Ma- 
laysia. The fault rate is also a major prob- 
lem: in Jakarta, it stands at two for every 
100 subscribers each month. 

Under Repelita V, Telekom installed 
2.2 million line units, or 800,000 more 
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than it had planned. “The number may 
be small if you compare it with deve- 
loped countries,” says Setyanto. “But if 
you look at the previous plan, we only 
built 350,000 lines, so I think that was a 
tremendous achievement.” 

Telkom currently has seven revenue- 
sharing joint ventures with private com- 
panies. During Repelita V, these enter- 
prises contributed 775,000 lines under a 
Telkom-weighted 70:30 revenue-sharing 
arrangement that was far less liberal than 
that in places such as Thailand. 

Tourism, Post and Telecommunica- 
tions Minister Joop Ave, a progressive 
advocate of better phone links, was ex- 
pected to make a formal announcement 
about private participation sometime in 
April. But in laying out some of the pros- 
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48.96 


Source: PT Telkom 


pective ground rules, Setyanto says Ja- 
karta is reserved exclusively for Telkom 
and private ventures will be required to 
build 20% of their allotted lines in re- 
mote or non-quick-yielding areas. Indo- 
nesia currently has only 3.8 million lines, 
including 800,000 in Jakarta. 

Telkom will lose its status as sole op- 
erator of Indonesia's satellite pro- 
gramme in 1995 when PT Satelindo 
takes over the first of the new Palapa C 
satellites. 

A joint venture between Telkom, the 
Bimantara Citra Group of Bambang 
Trihatmodjo, second son of President 
Suharto, and two of Bambang's business 
partners, Satelindo also has an exclusive 
licence for the European standard mo- 
bile telephone system, or GSM, and will 
soon go into competition with interna- 
tional carrier Indosat as well. 

m John McBeth 
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RESOURCES 


Talks Get Back on Track 


ndonesia's largest single project, the 

US$35 billion Natuna natural gas field 

development, appears to be on track 
again nearly a year after President Su- 
harto's new cabinet scrapped an earlier 
agreement with United States oil giant 
Exxon. Maintaining foreign-exchange 
earnings in the face of a dwindling crude 
oil stream has been a major factor in get- 
ting the government back to the negoti- 
ating table — even if there is still a reluc- 
tance to sign on any dotted line. 

Oil and gas exports for 1993 amounted 
to USS9.03 billion, a 5% decline over 1992. 
The sector's share of total exports has now 
fallen from 80% in 1982 to last year's level 
of 26.5%, though an evening-out of crude 
exports and a steady increase in liquefied 
natural gas (LNG) shipments over the past 
four years is helping to establish a more 
stable regime. 

Pertamina is currently the world's 
largest LNG exporter, lifting gas from six 
production wells each at Arun (North 








Sumatra) and Bontang (East Kalimantan) 
with a combined capacity of over 24 mil- 
lion tonnes a year. About 70% of Indone- 
sia's exports go to Japanese power utili- 
ties and domestic gas suppliers and the 
rest to Taiwan and Korea. Total gas ex- 
ports in 1993 reached 23.9 million tonnes, 
compared with 20.6 million tonnes in 
1990. 

Located 1,100 kilometres north of Ja- 
karta and 600 kilometres northeast of 
Singapore in the South China Sea, 
Natuna was discovered more than 20 
years ago. Exxon subsidiary Esso Indo- 
nesia and the Pertamina state oil com- 
pany entered into a production-sharing 
contract as far back as 1980, but with its 
45 trillion cubic feet of recoverable gas 
and, more importantly, its high 72% car- 
bon dioxide content, Natuna D-Alpha 
Block was always going to be a special 
case. 

In fact, the sophisticated technology 
required to separate and then reinject the 






carbon dioxide into already-identified 
limestone acquifers soaks up as much as 
two thirds of the overall cost of develop- 
ing Natuna, which is regarded as one of 
the 10 biggest fields in the world. By 
comparison, Arun and Bontang have a 
carbon dioxide content of only 5% and 
1596 respectively. 

Exxon and Pertamina reached agree- 
ment on the chief financial terms of the 
Natuna contract in December 1992, and 
by the end of April it had received the 
endorsement of both the government 
and Suharto himself. A month later, 
Pertamina and Exxon officials even un- 
dertook a sales mission to Tokyo to drum 
up contracts among Japanese customers 
for the gas. 

The agreement, however, was already 
unravelling. In March the president had 
revamped his cabinet and with the new 
line-up came what one insider calls "new 
ideas." As he put it: "There was an as- 
sumption that the company would bene- 
fit and the government would not." In 
early July, new Mines and Energy Minis- 
ter I. B. Sudjana axed the agreement, say- 
ing it was "because the economics of the 
project are not yet favourable for our 
country." 

Barely a week later, Research and 
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Technology Minister B. J. Habibie went 
to see Suharto to urge a resumption of 
the talks with Exxon. That is what even- 
tually happened, but industry sources 
say "clarifications" have still to be 
worked out and even with a contract in 
hand, it will still have to be determined 
how much gas Japan, South Korea and 
Taiwan will need into the 21st century 
— and how much they are prepared to 
pav for it. 

Pertamina president Faisal Abda'oe 
mentioned the possibility of a price rise 
at a seminar last December, saying buy- 
ers had already been approached. Given 
the prolonged slump in the world oil 
market, that could mean disconnecting it 
from the current formula that links a bas- 
ket of the country's crude oils, foreign- 
exchange rate fluctuations and inflation. 
Some sources have mentioned a new 
price of US$5 per million Btu, compared 
with the prevailing US$2.70 to 
US$2.90. 

On top of the cosy relation- 
ship which has been built up be- 
tween Indonesian suppliers and 
Japanese buyers since 1973 (there 
has been only one missed ship- 
ment in that time), Indonesia is 
seen by most experts to provide 
a more secure alternative than 
other potential suppliers in Qatar, 
Alaska and Siberia. But with 
long-term contracts beginning to 
expire in 1997, there are still 
many uncertainties. 

Pertamina's senior vice-presi- 
dent-director for exploration and 
production, G. A. S. Nayoan, 
refuses to discuss Natuna, and a 
spokesman for Esso Indonesia 
told the REVIEW: "We have talked 
and we continue to have talks. 
It's certainly not dead. We are making 
some progress [but] we don't have a 
signing date. The difficulty is really the 
number of parties involved." 

In the meantime, Nayoan claims 
Arun and Bontang can sustain new sup- 
ply contracts of 10 or even 20 years. Re- 
cent finds by Asamera (onshore) and 
Mobil (offshore) will probably prolong 
Arun's life until 2005. But the best news 
is at Bontang, where Total Indonesie last 
year drilled a string of five successful 
exploration wells in the company's 
Mahakam River basin block. 

The U.S. Embassy's 1993 petroleum 
report suggests reserves in the Peceiko 
Field alone are in the 3-5 trillion cubic 
feet range. Bontang's sixth or F-Train, 
costing US$750 million, was completed 
last November. While he will not give a 
revised estimate of overall reserves, 
Nayoan says Total's recent successes, 
which have made it the envy of other 
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exploration companies, are enough to 
justify a G-Train over a 20-year life span. 

Industry sources say the outcome of 
the Natuna negotiations now seems to 
hinge on Finance Minister Mar'ie 
Muhammad — even if Pertamina offi- 
cials do insist that it remains a decision 
of several ministries. “Everything is in 
limbo because Pertamina doesn't want 
to stick its neck out again," says one 
source. It is understood that instead of 
the normal 70:30 production split, which 
Exxon says it can't work with, the com- 
pany is holding out for a formula under 
which the government will get a flat 35% 
tax on profits. 

Exxon and Pertamina will split the 
investment, with Pertamina likely to sell 
down their interest by involving Japan- 
ese trading houses and also possibly 
other foreign oil companies. Estimates of 
the total price tag are running at 7 
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Indonesia's gas production, 1978-92 
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billion (US$11 billion offshore and 6 
billion onshore) in current dollars, or 
US$35-36 billion in so-called “dollars of 
the day” by the time the gas first begins 
to flow. 

Habibie, a Suharto confidante whose 
fascination for sophisticated technology 
is well known, has already given the go- 
ahead for Exxon to use a cryogenic, or 
freezing, process to separate out the CO». 
[t is understood some Indonesian offi- 
cials initially thought the process was 
overly expensive and wanted the lower- 
cost membrane method of siphoning off 
the impurities. 

While exports continue to grow, the 
government is also making more use of 
gas for domestic purposes — mostly 
from a collection of small offshore Java 
fields. Pertamina has been providing gas 
to small power stations in Medan, 
Palembang and Cirebon for some years, 
but it was only in 1993 that it began tap- 
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ping into Arco's Java Sea field to supply 
a total of 260 million cubic feet a day to 
major new plants at Tanjung Priok and 
Muara Karang on the northern fringes of 
Jakarta. 

The company is also supplying a 
similar amount of gas to the newly com- 
missioned 1,500-megawatt Gresik power 
station, north of Surabaya. Officials now 
acknowledge that the  state-run 
Perusahaan Umum Listrik Negara 
power utility was forced to accept 
US$130 million in losses because a pri- 
vate Indonesian consortium was a year 
behind schedule in completing the 420- 
kilometre pipeline from Arco's North 
Bali field to Gresik. 

Talks are also under way to pipe gas 
from Mobil's Madura block to Enron's 
proposed new 500-megawatt station at 
Pasaruan, south of Surabaya, and also 
from Maxus' offshore Sumatra field to 
British Gas’ planned 400-mega- 
watt Bumi Serpong Damai plant, 
southwest of Jakarta. In addition, 
Pertamina has committed itself to 
supplying a third gas-fired sta- 
tion near Semarang on central 
Java's northern coast — either 
from Shell's new Mulia Basin dis- 
covery or from the onshore Cepu 
block to the southeast. 

Planners continue to mull 
over ideas for a Java-wide gas 
pipeline. Nayoan points to the 
skeleton of a future network 
formed by an existing 300- 
kilometre pipeline from Cirebon 
in central Java to state-run 
Krakatau Steel at Cilegon in 
West Java, a product pipeline 
between the Cilacap refinery 
complex on the south-central 
coast and Yogjakarta, and right- 
of-way approval for a second product 
line from Cilacap to Bandung to the 
west. Pertamina still has to establish a 
right-of-way between Yogjakarta and 
Surabaya. 

Oil will remain an important part of 
the picture well into the 21st century, 
despite the drop-off in exports. Perta- 
mina hopes to maintain crude oil output 
at 1.5 million barrels a day until the year 
2000 decade, and then at the 1-1.3 mil- 
lion mark over the following two dec- 
ades — thanks in part to PT Caltex Pa- 
cific Indonesia's Rokan Block in central 
Sumatra. 

The 97 fields Caltex operates in its 
Sumatra concessions provide about half 
of the country's crude, or 675,000 barrels 
a day in 1992. About 600,000 of that 
comes from the Rokan Block. The com- 
pany has recently had its contract ex- 
tended 20 years beyond the current expi- 
ration date in 2001. m John McBeth 
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BANKING 


Private Treatment 


he Indonesian banking sector is 

going through a painful transfor- 

mation. Intensified competition 
stemming from deregulation in 1988, en- 
forcement of tighter banking rules and 
the rising importance of capital markets 
as alternative sources of financing are all 
slowly altering the once staid and pre- 
dictable banking landscape. 

One outcome is the rapid rise of pri- 
vate-sector banks, as they challenge the 
once dominant position of the powerful 
state banks. Last vear, out of Rps 146 tril- 
lion (US$68.2 billion) worth of loans, 
state banks had 49% compared with the 
private sectors 41%. In 1989, the figures 
were 63% and 30% respectively. 

On the deposit side, 44% of a total of 
Rps 142 trillion came from the state 
banks, with 47% from private-sector 
banks. Just four years ago, the state 
banks' contribution was 55% compared 
with only 36% for the private-sector 
banks. The trend is obvious: the private 
sector is steadily closing the gap. 

In other areas, the private-sector 
banks have already overtaken the state 
banks. According to a recent Perbanas 
(Association of Private Banks) quarterly 
report, 1993's return on assets for the 
state banks was 0.7%, compared with 
1.2% for the private banks. Also, the state 
banks’ capital-to-total assets ratio was 
4%, just half of the private banks’ 8% 
level. 

Even so, the largest private bank — 
Bank Central Asia, with assets of Rps 
15.6 trillion at September 30, 1993 — is 
still far smaller than Bank Negara Indo- 
nesia (BNI), the largest of the five major 
state banks with Rps 26.8 trillion in as- 
sets. Consequently, when it comes to 
large rupiah financings at competitive 
rates, the state banks are still difficult to 
beat. They remain the market's price 
leaders when it comes to rupiah loans 
and deposits. 

The state banks also continue to have 
the most extensive branch networks 
throughout the country, and thus strong 
funding bases. In market terms, they still 
have a hold on the large state companies, 
though the private banks are starting to 
make some headway in this area. 

There are three areas hampering state- 
bank growth. One is their heavy and 
long-standing bad loan burden, which is 
creating a significant drag on growth and 
earnings. Another is their limited capital 
base. The last is the vague and convo- 
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luted accountability system of the state 
banks, with their overseeing government 
bodies. The system invites the practice of 
influence peddling and collusion among 
people with powerful connections in the 
government and state-bank manage- 
ment. The recent Bank Pembangunan In- 
donesia (Bapindo) scandal (REVIEW, Mar. 
3) is one example of this problem. 

In recent months, Finance Minister 
Marie Muhammad publicly admitted 
that non-performing loans made by state 
banks have grown to 21% in 1993 from 
6% of their loans in 1990. In contrast, 
non-performing loans for the banking in- 
dustry as a whole stand at 16%, accord- 
ing to the minister. But not all of this 
21% is uncollectable. Much depends on 
how many of the loans are categorised 
as non-current, doubtful or bad — some- 


Bank Indonesia: tighter control. 


thing which is not publicly known — 
and what can be redeemed selling the 
security backing the worst categories. 

But the state banks’ bad-debt burden 
is not spread evenly among, them. Ac- 
cording to industry sources, BNI and 
Bank Ekspor Impor Indonesia (BEII) are 
faring better than their counterparts, 
Bank Dagang Negara (BDN), Bank Bumi 
Daya (BBD) and Bank Rakyat Indonesia 
(BRI). For the moment, loan growth at 
BDN, BBD and BRI is being kept to a mini- 
mum, while BNI and BEII are still able to 
build up their loan portfolios, sources 
say. The other two smaller state banks 
are the development bank, Bapindo, and 
the mortgage bank, Bank Tabungan 
Negara. 

The state banks' bad-debt burden is 
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actually an old problem. But its size is 
growing to an uncomfortable level, and 
thus it is getting rather belated attention. 
But what to do about it is in itself a big 
problem. At the moment, the govern- 
ment would be hard pressed to inject 
additional capital into the state banks. 
The liquidation option has been ruled 
out. And the prospect of mergers to 
strengthen balance sheets is also remote, 
says one source. 

One alternative is being debated that 
would deal with all three of these obsta- 
cles and not burden government coffers: 
making them go public. State banks 
would therefore compete on the same 
level with their present-day private-sec- 
tor counterparts, and would be subject 
to market pressures rather than political 
ones. Accountability criteria would be 
clear for state-bank management: the 
goal would be to maximise shareholder 

returns, the argument goes. 

At present, the state banks have to 
please several parties. One is Bank Indo- 
nesia, which supervises the state-banks. 
Another is the Finance Ministry, their 
shareholder. But the hiring and firing of 
state-bank management, though initiated 
by the Finance Ministry, has to get fur- 
ther State Secretariat approval, sources 
say. The result is that state bankers too 
often end up pleasing no one, as one 
banker put it. 

Bad debts are not a state-bank mo- 
nopoly, however. The private banks 
have their share of non-performing loans 
as well. In response to deregulation in 
1988, banks went on a lending binge for 
the next two years, with loan growth 
soaring by more than 40%. The govern- 

ment, worried about overheating the 
economy, tightened the money supply, 
raising interest rates sky high and in the 
process raising bad-debt levels. 

The private-sector banks have not re- 
covered totally from bad loans. In addi- 
tion, Bank Indonesia is becoming more 
strict in enforcing healthiness ratings for 
banks. 

Bank Indonesia is also taking a closer 
look on loans to affiliates, business 
groupings (with affiliated ownerships) 
and individual companies that exceed 
legal lending limits. With loans to any 
company or business grouping limited 
to 20% and 50% of capital respectively, 
many banks still face compliance pro- 
blems. 

So far, the central bank has allowed 
exposure beyond these limits, as long as 
the banks concerned are insured. This 
exception is valid only till 1995, however, 
when the legal lending limit to a busi- 
ness group will be cut to 35% of capital, 
with a further cut to 20% due by 1997, 

m Manggi Habir 
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STOCKMARKET 


A List of Offerings 


By Manggi Habir in Jakarta 


about lending and the level of foreign 

direct investment in Indonesia fell, Ja- 
karta's capital market was virtually the 
only avenue by which much-needed in- 
vestment arrived. The Jakarta Stock Ex- 
change (JSE) Index started that year at 280 
and ended at 589. 

Some US$2 billion was raised from 
Initial Public Offerings (IPOs) and rights 
issues, leading to an ambitious US$5 bil- 
lion projection of funds to be raised this 
year. There was also growing excitement 
and anticipation of the potential public 
floating of the large state-owned com- 
panies (locally called Badan Usaha Milik 
Negara or BU MN) shares. 

But with the March rise in U.S. dollar 
interest rates and possible increases 
down the line, clouds are beginning to 
form over the bourse's bright outlook. In 
March, with foreign funds shifting their 
focus back to the U.S. markets, overall 
demand in the region's stockmarkets 
dropped. 

In Jakarta, the JSE Index nosedived to 
485 by the end of March, showing the 
market's continued sensitivity to foreign 
demand. Local demand, though grow- 
ing, still follows cues from foreign play- 
ers in the market. 

Given the market's bullish trend last 
year, choosing stocks was a relatively 
simple exercise — but no more. "It won't 
be easy pickings anymore," cautioned 
Andrew Pearson, head of research at PT 
Peregrine Sewu Securities. "Selectivity 
will be the key in 1994." 

Still, the importance of the JSE in at- 
tracting funds from abroad and serving 
as a vehicle to allow prime companies to 
raise sorely-needed funds, is being in- 
creasingly felt. 

In the past five years, the bourse has 
grown from 57 listed companies with a 
market capitalisation of US$10 billion to 
the current 175 listed companies with a 
capitalisation of US$49 billion. In 1993, 
daily turnover at the JSE averaged US$37 
million. 

There also have been casualties, how- 
ever. Last year, PT Singer Indonesia, sad- 
dled with heavy losses for three years 
running, was delisted. 

Both local and foreign joint-venture 
security brokers and underwriters have 
entered the market. Currently, there are 
over 200 brokers and about 45 of them 
are joint ventures. From the foreign side, 
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the Japanese, other Asian, European and 
British-based merchant banks predomi- 
nate. The U.S. firms, preferring to deal 
with the Indonesian market through 
their Asian regional offices in Hong 
Kong or Singapore, have yet to establish 
a presence locally. 

The market's attractiveness has been 
helped by the ability of the government 
to maintain monetary and fiscal stability. 
For the past five years, the gov ernment 
has kept depreciation of the rupiah/U.S 
dollar rate between 2% and 5% and in- 
flation within single digits. This has been 
a marked departure from the three mas- 
sive devaluations that occurred within 
1978-86. 

The market's price/earnings (P/E) ra- 
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tio, though down from the 30-plus re- 
corded in 1991-92, still hovers at a high 
22 times — lower than those in Singa- 
pore and Malaysia, but still above those 
in Hong Kong and Thailand. 

The government, trying to bring it 
down further, had unofficially limited 
the pricing of new issues to a maximum 
P/E of 13X but, responding to strong re- 
action against the price cap, has brought 
the limit up to 15X. 

As a result of this, some companies 
have delayed their listing plans, while 
others have come up with creative solu- 
tions to overcome the limits. Indofood, 
the Liem Group's food subsidiary, which 
is underwritten by PT Unit Bersama 
Sekuritas, an affiliate company of the 
Union Bank of Switzerland, is issuing 
two instruments. 

One is a small portion of its shares, 
priced within the 15X P/E limitation. The 
second is a convertible bond, with inter- 
est and conversion arrangements that, all 
included, would generate a P/E higher 
than 15X. 

Encouraged bv the strong showing in 
the market last year, some 50 companies 
are lining up to be listed in the JsE, which, 
if all are included, would be seeking to 
raise some US$3 billion. Rights issues 
could raise this total to US$5 billion. 
Comparing this with the banking world, 
last year's USS2 billion raised through 
the JSE represents about 20% of the bank- 
ing sector's total lending growth during 
the same period. 

For banks the logic is obvious. With 
capital adequacy requirements set by the 
Central Bank, asset growth can only be 
achieved by increased capital. Bank Bira, 
Tiara, Mashill, Subentra and Harapan 
Santosa are all scheduled to go public 
this year. 

The most talked-about and eagerly 
anticipated sector to go public for quite 
some time has been the BUMNs. But out 
of the 52 BUMNs that were intended to go 
public a few years back, only cement- 
producer PT Semen Gresik has been 
listed in the (52. PT Semen Padang, an- 
other state-owned cement producer, is 
scheduled to follow this year. 

Interestingly, other BUMNs appear to 
be bypassing the local markets alto- 
gether. For example, Indosat, the coun- 
try's international telecoms carrier, is ex- 
pected to attempt a listing in the more 
sophisticated and wealthier New York or 
London exchanges this year. 

But, despite all the initial noise and 
excitement, most analysts do not expect 
even Indosat, one of the few jewels 
among the BUMNS, to be listed that soon. 
The London and New York listing and 
disclosure requirements are much more 
stringent than those in Jakarta. w 
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DEVELOPMENT 


Sharing the Wealth 


By Margot Cohen in Jakarta 


rickle-down economics has not 

been trickling fast enough to suit 

President Suharto. Conscious of 
growing tensions over disparities of 
wealth, the Indonesian leader warned his 
new cabinet last year that poverty alle- 
viation must become the top priority for 
the next five years. 

Now comes an innovative pro- 
gramme designed to put money directly 
into the hands of the neediest — without 
trickling into the pockets of local officials 
who normally watch over the develop- 
ment cookie jar. On April 1, the govern- 
ment launched the Presidential Instruc- 
tion Programme for Less-Developed Vil- 
lages, known as Inpres Desa Tertinggal, 
which will run for three years at a cost of 
USS206 million a year. 

Officials predict that, if the pro- 
gramme v works, the number of Indone- 
sians livi ing below the poverty line will 
drop to 6% by the end of Suharto's cur- 
rent sixth presidential term in 1998. 
That's a tall order for the world's fourth 
most-populous nation. Indonesia's Cen- 
tral Bureau of Statistics reports that 27.2 
million Indonesians — about 15% of the 
189 million population — now live be- 
low the poverty line, which is based on 
a minimum daily intake of 2,100 calo- 
ries. 

This represents a vast improvement 
over 1970, when some 70 million people 
lived below subsistence levels. 

Yet, the World Bank maintains that 
30-40% of the Indonesian population can 
be classified as poor or "near poor." Ex- 
perts suggest that the solution lies in tar- 
geting aid specifically towards the indi- 
gent, rather than sticking to the broad- 
based strategies of the past. 

The National Development Planning 
Board took the first step last year when it 
released a poverty map of the archipela- 
go's poorest communities, measured 
largely on the quality of available infra- 
structure. The map upset many local of- 
ficials, who saw it as an indictment for 
their failure to achieve development 
goals. A more precise map was subse- 
quently drawn up marking 20,633 vil- 
lages as desa tertinggal, or villages that 
have been left behind. 

For a fresh approach to the poverty 
trap, Suharto called up Mubyarto, a 
Gadjah Mada University professor 
known for his research in rural develop- 
ment. In his new post as assistant to Na- 
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tional Development Planning Minister 
Ginandjar Kartasasmita, Mubyarto con- 
sulted far and wide, opening the door to 
non-governmental organisations (NGO) 
that rarely participate in shaping govern- 
ment programmes. 

A unique concept emerged. Instead 
of the usual top-down development 
strategy — whereby the government es- 
tablishes priorities and carries out 
projects — a bottom-up approach shall 
apply. Villagers are split into self-help 
groups of 20 and decide themselves on 
their most pressing needs. To stimulate 
discussion, a field worker will assist each 
group. 

The other novelty lies in the fund dis- 
bursement scheme. Each desa tertinggal 





Left behind on the road to prosperity. 


would receive a lump sum of Rps 20 mil- 
lion (US$9,310), which would be issued 
straight from the local branch of Bank 
Rakyat Indonesia, without passing 
through the governor's office and other 
provincial offices. 

"The people, especially the govern- 
ment, need to change their previous 
thinking," says Mubyarto. In the search 
for stability since 1965, Suharto's New 
Order has long encouraged villagers to 
follow the lead of the government offi- 
cials and avoid expressing independent 
opinions. “1 disagree with suggestions 
that the people are not ready," adds 
Mubyarto, who has criss-crossed the 
country to promote the new programme. 
"They raise their hands, they ask ques- 
tions. The village chiefs are well aware 
of the limits of their intervention." 
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He also promises that women will 
participate in equal proportion to men 
— a particular concern among potential 
foreign donors. 

In some villages, however, it seems to 
be business as usual. Take Tegal Alur 
(population 32,000), on the border of Ja- 
karta and West Java. Prior to the launch 
of the new programme, village chief Ab- 
dul Marikat was told to organise one of 
the community self-help groups. As the 
owner of a well-stocked warung, or small 
food store, he decided, all by himself, to 
use the money for a revolving credit 
scheme for other warung operators, 
whom he then named as members of the 
group. “II think] these are the people 
most able to return the money," Abdul 
told the REVIEW. "The government is 
trusting us." 

There are no women in the group. 
"According to our cultural norms, it's the 
husband who takes responsibility," Ab- 
dul said. "Though the wife might be 
smarter than the husband and more edu- 
cated, that's the way it goes." Only a 
widow might be eligible to participate, 
he added, since she would be seen as the 
head of the household. 

In this community dominated by fac- 
tory workers and fishermen, warung 
operators are not among the poorest. Yet 
their life is not easy, and any economic 
success they achieve would in turn likely 
affect the neighbours. One group mem- 
ber, 38-year-old Nemin, said that his 
warung vields a profit of only Rps 4,000 
a day, with which he has to feed his fam- 
ily of six. With a desa tertinggal loan of 
Rps 350,000, he will be able to provide a 
steadier supply of goods for his custom- 
ers, most of whom are poorer than he is. 
Warungs routinely provide credit. 

The district officials overseeing Tegal 
Alur did not invite NGOs to help train 
field workers. This pattern looks likely to 
be repeated elsewhere, given the con- 
tinuing suspicion that grassroots deve- 
lopment workers have a hidden agenda 
to politicise the masses. 

According to Bambang Ismawah, 
president-director of Bina Swadaya, an 
NGO active in rural development, some 
NGOs have been disappointed with their 
limited role in programme implementa- 
tion so far. However, he urges patience. 
"| feel this is a process of cooperation 
with the government. We are just getting 
to know each other." 

The government is planning to recruit 
NGOs to help the 3,000 villages consid- 
ered to be the most improverished. "It's 
a learning experience for everyone,” con- 
cludes one economist. At the very least, 
Ipres Desa Tertinggal sends a clear mes- 
sage that the government loans are not 
just for millionaires. e 
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PROPERTY 


Timing is the Key 


roperty supply is simple to pre- 
PF dict, but demand is where we 

often miss our mark," said one 
leading property developer. And for the 
industry, with demand estimates falling 
far short of the current buoyant demand, 
it has been a happy miss, at least for the 
moment. Spurred by excess liquidity, a 
low interest rate and a growing eco- 
nomy, the property industry is experi- 
encing a boom that should extend 
throughout 1994. 

However, the boom has largely been 
confined to the residential market. Office 
space continues to face a soft market as 
demand still trails supply coming into 
the market. Demand for retail space, de- 
pending on the location, seems steady, 
while the industrial sector, given the 
drop in foreign investment, is expected 
to show decreased activity. Matching this 
pattern, five-star hotels in Jakarta are ex- 
pected to face stiffer competition for visi- 
tors with the drop in arrivals at Sukarno- 
Hatta airport. 
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Overall, with the weak world eco- 
nomy, property developers know they 
are reaching the limits of reliance on ex- 
patriate demand to fuel their property 
earnings. But with the growing numbers 
and earning power of Indonesia's mid- 
dle class, many local people are prepar- 
ing to enter the market. 

As one analyst noted: "With a grow- 
ing domestic economy, the local demand 
is much more broad-based and as a con- 
sequence much more stable." Hotel own- 
ers are already shifting their sights more 
towards the local market and are seri- 
ously eyeing the three-star business ho- 
tel sector. 

But with the rise in building activity, 
the hunger for land has increased 
sharply. The past few years have seen 
increased land-clearing activity by prop- 
erty developers, resulting in large num- 
bers of displaced people. Reports of 
forced evictions or insufficient compen- 
sation have been on the rise. 

The uncertainty of land-title owner- 
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ship has also led to a rise in land dis- 
putes, a major problem that continues to 
plague the industry and to frighten off 
potential investors. The government has 
yet to complete its inspection, assessment 
and recording of all land certificates. 

In response to tensions brought about 
by developers' land-clearing activities, 
the government is becoming stricter in 
enforcing a long-standing requirement 
for housing-estate developers to build six 
small-sized low-cost houses and three 
medium-sized low-cost houses for every 
luxury house built. So far, developers 
have been lax in fulfilling these require- 
ments. 

Given that the country's urban popu- 
lation is growing at about 2.4-2.5% a 
year, and insufficient housing facilities 
and the poor condition of many existing 
facilities, demand for residential facilities 
at all levels is substantial. For Jakarta 
alone the estimate is around 100,000 
houses per year. 

Also, the banks’ willingness to build 
up their mortgage loan portfolios last 
year, coupled with lower lending rates, 
helped to fuel demand in the residential 
market. But, at the other end of the scale, 
banks are still cautious about financing 
property development projects (the level 
of caution is progressively higher for 
hotel, industrial and commercial proper- 
ties, but slightly less for residential 
projects). 

As a result, the traditional single-unit 
housing estate located in the outer areas 
of Jakarta continues to thrive. But there 
is a noticeable difference compared with 
previous years: the strong demand for 
apartment dwellings, mostly in the mid- 
to-upper end of the market. 

According to a report in January from 
PT Procon Indah, a local affiliate of Jones 
Lang Wootton Property Consultants, 316 
new apartment and townhouse units 
were added to the market in the second 
half of 1993, increasing the number of 
available units to 2,755. About 70% are 
located in south Jakarta, 28% in central 
Jakarta and the remainder in north Ja- 
karta. 

During the next three years, a further 
16,500 apartment units are expected to 
come on stream. This includes the 4,000- 
unit Taman Rasuna Apartments and the 
2,900-unit Taman Anggrek Apartments 
developments. 

According to the report, rental rates 
in prime locations are currently averag- 
ing US$22.5 per square metre per month 
gross (a typical prime three-bedroom 
apartment is about 170 square metres). 
Similar units in secondary locations are 
about US$18.5 per square metre per 
month. 

But in an effort to attract tenants, 
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Texmaco - Polysindo is Indonesia's 
leading totally integrated manufac- 
turer of Polychips, Fibres, Yarns, 
Textiles, Garments and high tech- 
nology Textile Machinery. 

The yarn produced by the group 
covers a wide range including Dope 
Dyed, Cationic, Micro Filament and 
Spun Yarn. 

Thebulkofourtextiles are exported 
to major markets of the world, besides 
having a sizeable market share in 
Indonesia. They range from high 
quality to high fashion fabrics for men 
and women. 

An extensive range of garments, 
from formal to casual wear for men, 
women and children are produced. 

Since the late eighties, the Engi- 
neering Division under Texmaco 
produces high productive textile 
looms and other processing 
machinery. Orders from many 


countries of the world are being 
executed. 

Texmaco's products are exported 
to 57 countries backed by a world- 
wide marketing network and an in- 
house centre for fashion, design and 
research. 

New product innovation through 
latest technology and utmost customer 
satisfaction has been the keystone of 
our success. 

Texmaco's increasing 
globalisation, both in Marketing and 
Production is a reflection of the Indo- 
nesian economy's take-off in the nine- 
ties. 
With almost 30 years of growm, 
in tandem with the Indonesian 
economy, Texmaco - Polysindo 
emerges as a sound Group dedicated 
to furthering the legend already 
established and becoming your 
choice for a reliable partner. 
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property owners are becoming more 
flexible on payment terms, however. 
Also, lease terms, which have normally 
been for a minimum of two years, are 
starting to shorten. 

In the past, multi-storey apartment 
buildings were not too successful with 
Indonesians. The government, trying to 
encourage people to live in apartments, 
funded apartment projects for the lower- 
income market. These were three-to-four 
storey 40-50 apartment units located 
around the city. 

Due to housing shortages and the 
good locations of these apartments, the 
units were popular. But building 
services such as electricity, gar- 
bage collection, sewage and 
plumbing, often were poorly 
planned, marring the project's 
reputation, and then limited 
funds stopped the programme in 
any case. 

The private sector's response 
to the government's drive was 
lukewarm, at least initially. But 
then, the success of apartment 
lettings aimed at the expatriate 
community started a boom in 
apartment buildings for the mid- 
to-upper end of the market. Also, 
the private sector was encour- 
aged by strong demand and high 
occupancy levels in apartments 
operated by the Jakarta Hilton 
and Borobudur Intercontinental 
hotels. 

Another factor contributing to 
the apartment boom was the 
adoption of strata-title owner- 
ship. This provided property de- 
velopers the flexibility to sell 
apartment units rather than just 
entire blocks, thus enlarging their 
market. Property owners also 
found it easier to fund their 
apartment projects because this 
allowed them to pre-sell a 
number of units to finance part 
of a project's construction, thus 
making them less dependant on bank 
financing. 

The market response was over- 
whelming. Local investors as well as po- 
tential apartment dwellers were eager to 
offer down payments even for projects 
with minimal signs of real construction 
progress. But at the upper end, the ulti- 
mate market remains the expatriate mar- 
ket, as most investors are still buving to 
rent out rather than to live in. 

For upmarket strata-title apartments 
in prime locations, the prices have 
ranged around US$1,800-2,600 a square 
metre, while in secondary locations the 
prices are around US$1,300-1,600. Mid- 
market apartments, on the other hand, 


fetch about US$850-1,300. 

However, the expatriate demand for 
apartment rentals is limited, especially 
given the decline in foreign investment. 

But should the government allow for- 
eigners to hold strata-title ownership, 
something which is expected shortly, a 
boost to demand for apartments can be 
expected. At the moment, resident for- 
eigners are only allowed to hold Right- 
of-Use (Hak Pakai) ownership title. 

Strata-title ownership has extended to 
the commercial office building sector as 
well. Lippoland was the first to introduce 
this concept with their Sudirman Tower. 


The Rising Trend 
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This is a 25-storey building carrying 
20,000 square metres of office space, situ- 
ated on the main Sudirman highway 
connecting the southern residential part 
of Jakarta with the centrally located busi- 
ness district. 

Some 72% of the office space was 
pre-sold, while the remainder was re- 
tained by the group. The price quoted 
was US$2,485 a square metre on the first 
office floor. Apart from Sudirman 
Tower, there are four other strata-title 
office developments which were started 
in early 1993. These were Times Square, 
Empire Tower, Century Centre and City 
Tower. About half of the space available 
has reportedly been reserved at prices 
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ranging between US$1,650 and 10 
a square metre. No new strata-title office 
supply is expected until the latter four 
projects are digested by the market. 

On the rental side, demand has trailed 
supply for the past four years, though the 

gap narrowed last year. This has pushed 
down prime rentals from a peak of US$22 
a square metre in December 1990 to the 
current level of US$14. These rates do not 
include service charges, which are about 
USS6-7 a square metre. With some 
277,200 square metres entering the mar- 
ket later in the year, it is not certain 
whether demand will be sufficient to turn 
around rental rates this year. 

Over 78% of Jakarta's office 
supply is within the Golden Tri- 
angle, an area formed by Gatot 
Subroto, Sudirman and Rasuna 
Said freeways. Between 1989 and 
1993 about 198,000 square metres 
a year were added to supply. De- 
mand during the same period 
hovered around 167,000 square 
metres a year, but moved up to 
202,000 square metres a year by 
1993. During that vear, occu- 
pancy averaged 87%. 

In 1993, two new hotels en- 
tered the Jakarta market. One 
was the three-star Citraland 
Swiss-Belhotel, with a total of 330 
rooms, and the four-star Dai-Ichi 
Hotel. The five-star Jakarta 
Hilton also finished its Lagoon 
Tower Expansion last year. 

This year, two more five star 
hotels should be completed. One 
is the Shangri-la and the other 
the Holiday Inn Crown Plaza, 
both located around the central 
business district. From the exist- 
ing supply of about 10,000 rated 
guest rooms in Jakarta, a total of 
24,000 rooms is projected over 
the next five years. 

Meanwhile, hotel occupancy 
rates last year averaged 67% for 
five-star hotels, 65% for four-star 
and 60% for three-star hotels. With 
growth in annual supply greater than 
demand, hotels are being forced to adopt 
a more competitive pricing policy. 

But despite the lower occupancy rates 
in the three-star hotels, most analysts see 
this sector as the future growth area in 
the hotel market. Discussions about 
creating strategic alliances between inter- 
national hotel management companies, 
focusing on this sector, are already un- 
der way with local hotel owners. Report- 
edly, France’s Accor, England’s Holiday 
Inn worldwide and Australia’s Southern 
Pacific are some of the companies inter- 
ested in enhancing their presence in In- 
donesia. m Manggi Habir 
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ore than 3.4 million tourists vis- 
M ited Indonesia last year, comfort- 

ably ahead of the 1992 figure and 
just under the Tourism Department's tar- 
get. That's not nearly as many tourists as 
places such as Thailand and Singapore 
host each year, of course, but those two 
destinations lag behind in one important 
area: average length of stay. 

The six Asean states last year attrac- 
ted about 23 million visitors, with Singa- 
pore recording 6.4 million, Malaysia 6.3 
million, Thailand 5.5 million, the Philip- 
pines 1.4 million and Brunei 91,000. Un- 
like almost all its rivals, however, Indo- 
nesia appears to be a main destination 
and not simply a stopover on a jaunt 
around Asia. 

According to the latest figures, visi- 
tors to Indonesia troop down to the 
beach or head for the mountains for 11.8 
days, much longer than Thailand (7.3 
days), Malaysia (4.5 days) and Singapore 
(3.7 days). As a result, the average tour- 
ist spends US$1,050, which in turn trans- 
lates into total receipts of US$3.6 billion 
— roughly the same amount the govern- 
ment estimates domestic tourists fork out 
in rupiahs during the year as well. 

International tourism in Indonesia 
has been going through something of a 
roller-coaster ride, probably due in large 
part to the recession in the industrialised 
world. In 1990, visitor arrivals jumped 
by 33% to 2.18 million from 1.63 million, 
but that fell off to 18.02% in 1991, 19.23% 
in 1992 and now 11.06% last year. 

Singaporeans contribute to more than 
25% of the total arrivals (776,900 in 1992), 
followed by the Japanese (400,000 or 
13.7%), Malaysians (336,400), Taiwanese 
(220,000), Australians (220,300), British 
(165,850), Americans (131,360) and Ger- 
mans (120,000). Needless to say, most 
Singaporeans visit Indonesia by taking 
the 45-minute ferry ride to Batam island, 
an industrial and tourist centre within 
sight of the city state. 

The longest stayers in Indonesia are 
the Dutch, who stick around their former 
colony for 23 days on average and spend 
US$1,320, or US$56 a day. The South 
Koreans easily unload the most money 
— US$311 a day, compared with US$212 
for the Japanese, and a total of US$1,680 
during a typical five-to-six day visit. In a 
sign of the times, perhaps, Asian coun- 
tries occupy all top six slots in per-day 
expenditure. 

Total tourist receipts last year were 
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put at US$3.64 billion, up from US$3.27 
billion the previous year and US$2.52 bil- 
lion in 1991. That, according to Tourist 
Director-General Andi Mappisammeng, 
leaves tourism hovering behind oil and 
gas, wood products and textiles as Indo- 
nesia's biggest foreign-exchange earner. 

Buoyed by optimistic forecasts from 
the World Tourism Organisation and the 
"acific Area Travel Association, which 
both see Indonesia as a future primary 
destination, officials are predicting 6-6.5 
million tourists by 1998. And that repre- 
sents about as much as it can comfort- 
ably take. "Tourism is cross sectoral," 
explains Andi. "You really have to talk 
about transportation and based on that, 
we have come to the conclusion that our 
airline services will only be able to ac- 
commodate that number." 





Bali is only one destination. 


Planners say they have to factor in 
growing domestic travel (Indonesians 
accounted for 72 million hotel nights last 
vear), relatively low flight frequency and 
the limited capacity of many of the 3,000 
airports and airstrips spread across an 
archipelago that takes a full seven hours 
to cross — from Medan in the west to 
Jayapura in the east. 

Only airports at Jakarta, Medan, Bali 
and Biak (the latter an island refuelling 
stop and potential tourist site north of 
Irian Jaya) can take Boeing 747s, while 
Surabaya in east Java and Ujangpandang 
in south Sulawesi are capable of hand- 
ling the smaller Airbus Industrie A300s 
and McDonnell Douglas DC10s. 

Another eight airports are designated 
for light international traffic — Pek- 
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anbaru and Padang in north Sumatra, 
Pontianak and Balikpapan in Kali- 
mantan, Manado in north Sulawesi, 
Kupang in West Timor, Ambon in east- 
ern Indonesia and Solo in central Java. 

About 50% of all foreign tourists visit 
either Jakarta or Bali, with North Su- 
matra and the former royal capital of 
Yogyakarta among the other favoured 
destinations. But while authorities are 
looking to turn Bali into more of a hub to 
promote travel to other parts of eastern 
Indonesia, there is also a need for better 
hotel accommodation. 

Overall, the number of star-rated ho- 
tel rooms increased during the country's 
fifth five-year plan (Repelita V) from 
31,550 rooms in 1989 to 50,583 rooms in 
1993. In more than half of the 27 prov- 
inces, however, there are only 1,160 
rooms at three-star level or above. 

Indonesian Hotel and Restaurant As- 
sociation secretary-general Rianto Nur- 
hadi recently complained that despite 
government plans to expand Medan's 
Polonia airport, private investors in 
North Sumatra are reluctant to get in- 
volved in new hotel ventures because of 
a lack of infrastructure to support in- 
creased tourism, particularly in the spec- 
tacular Lake Toba region. 

Total tourist investment during Re- 
pelita V was estimated at US$4.8 billion, 
about three quarters of that in hotel con- 
struction. Under a continuing resort pro- 
gramme, in which the government pro- 
vides the land, private developers have 
recently completed a 250-room facility in 
Manado, and have nine other projects 
either under construction or in the pre- 
paratory stage in areas ranging from 
north Sumatra to Irian Java. 

The Tourist Department's operating 
budget amounts to only US$7.5 million a 
vear, but the government is also now 
contributing to the cost of the newly- 
formed Indonesian Tourism Promotion 
Board, a US$20 million private sector ini- 
tiative aimed at giving Indonesia more 
of a push on the international stage. 

The board's first marketing campaign 
centred on Japan, Taiwan, Singapore and 
Germany. In Japan, it shrewdly targeted 
office girls and golf-crazy businessmen, 
mainly through advertising in the con- 
sumer press. The Germans, who pio- 
neered the first rush to Thailand in the 
1970s, were reached through cable TV. 
This year, the campaign will be extended 
to Britain, Australia and Malaysia. 

Although Bali remains a prime sell- 
ing point, a major effort is under way to 
convince potential tourists that there are 
attractions elsewhere. Indeed, unlike 
most of its rivals, Indonesia is still one of 
the last genuine frontiers for the adven- 
ture tourist. m John McBeth 
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Asian countries excel in exporting products in five key sectors 
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The charts show shares of selected export categories in individual countries’ total exports. Each country's two leading items — that is, 
those where it has most to gain or lose — are highlighted. For example, textile and clothing occupy a huge share of the total exports 
of Bangladesh and Pakistan. They are the leading export for those two nations, as well as for six others. 
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TRADE 


The Gatt world-trade accord holds huge promise for Asia. Its 
effect on companies and economies will extend far beyond the 


boost from lower trade barriers. 





Roy Delbyck indicates the 
magnificent view of Hong 
Kong afforded by his har- 
bour-side office. An Ame- 
rican lawyer, he represents 
clothing chains in the 
United States that buy from the colony's 
garment makers. 

There's an unseen link between the 
cityscape outside his window and the local 
clothing trade. "Look around the skyline," 
he says, "and you will see lots of buildings 
that were put up from the profits in trad- 
ing quotas." 

That's not selling clothes, mind you, but 
the quotas that grant them entry overseas. 

It's a shadowy practice created by the 
arcane rules of the world's textile and gar- 
ment trade. Major importers such as the 
U.S. limit the quantities of T-shirts, jeans 
and sweaters foreign producers may ship 
to their markets. So firms whose orders 
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exceed their quota must buy more from 
those with some to spare. 

All that is due to change; quotas will 
disappear over the next 10 years. The clock 
is ticking, too, for the colony's garment fac- 
tories, many of which have stayed in high- 
cost Hong Kong only because they can't 
take their quotas with them. When the quo- 
tas go, many companies will shift produc- 
tion (if not their headquarters) to cheaper 


locales — most likely to neighbouring 
China. 
"Quotas distort trade," says Delbyck. By 
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some estimates, half the colony's 200,000- 
plus textile jobs may vanish when the sys- 
tem is dismantled. A disaster? Not neces- 
sarily. Hong Kong's labour-starved 
economy, Delbyck argues, would benefit 
from thousands of workers “who could be 
more effectively employed in other indus- 
tries where there is a crying need for 
them." 

For the coming earthquake, blame — or 
credit — the Gatt world-trade accord 
signed in Marrakesh, Morocco, on April 15. 
Over the course of a decade, possibly start- 
ing as early as January, the accord will cut 
industrial tariffs by 38% and farm tariffs by 
37% in developed countries. 

There are no comparable tariff-slashing 
figures for developing countries. But they 
did agree to "bind" their tariffs, meaning 
they can't add extra fees and payments to 
tariff rates. Developing countries agreed to 
bind 72% of their tariffs, up from 22% cur- 
rently. Overall, Asian countries agreed to 
bind 70% of their imports. Gatt says that 
should ensure the "security of market ac- 
cess" and should promote intra-Asian 
trade. 
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The world trade accord will also scrap 
quotas and demolish a host of other obsta- 
cles to farm, industrial and services trade. 

The benefits to Asia are potentially 
huge. As a region of mostly fast-growing, 
trade-oriented economies, its gains are 
likely to be disproportionately high. By one 
estimate, Asia will generate well over half 
the new trade expected to be created by all 
developing countries. Expanded trade 
means higher national income, more jobs 
and, in most cases, a wider choice of 
cheaper and better products. 

“The real beneficiaries of this are the 
consumers,” says South Korean trade ad- 
viser Sung Keuk Je, who expects liberalisa- 
tion to have a broad impact on his coun- 
try's heavily regulated economy. 

As Hong Kong's garment industry ex- 
emplifies, however, not all the conse- 
quences will please all people. Spread over 
a decade, many will also be overridden by 
other events. The accord nonetheless sets 
an agenda of change to which companies 
and governments must react. 

Frequently, this will cost money. Com- 
panies that stand to gain bigger mar- 
kets — for example, Singaporean 
and Malaysian exporters of elec- 
tronic goods — may need to expand 
production or bolster distribution 
channels. Others face having to up- 
grade their products or adapt to re- 
duced protection — such as the Phil- 
ippine sugar producers that will lose 
preferential access to the U.S. 

For governments, there will be a 
raft of issues, aside from the process 
of implementing the accord itself. 
One is how to replace the income 
lost when tariffs fall. Gains from in- 
creased trade and savings from 
lower subsidies will help. But coun- 
tries such as India and Pakistan, 
which derive a high share of state 
revenues from trade taxes, face a 
tricky balancing act (see chart). 

Moreover, liberalisation in one 
area tends to reinforce pressure for 
change in others. As a South Korean 
analyst notes, "the Uruguay Round 
is above all about transparency," 
lack of which is a major complaint 
of foreign businessmen in his coun- 
try. Gatt's impetus, he hopes, “will 
help Korea deregulate and increase 
productivity.” 

A freer market also pushes producers 
to differentiate themselves on the basis of 
natural advantages or skills and product 
quality, rather than the level of protection 
each can muster. 

Contemplating Indonesia's efforts to 
nurture a car industry, for example, 
Djisman Simanjuntak of Jakarta's Centre 
for Strategic and International Studies 
(CSIS), says now is “a time for vision." Al- 
though car assembly remains on Indone- 
sia's protected list, local auto-parts makers 
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will be exposed to competition by the abo- 
lition of local-content rules in the next five 
years. "Do we really need a car-making 
industry?" asks Djisman. "Can't we be 
happy with component industries and let 
other countries be dependent on us? It's a 
losing proposition if we stick to the current 
system." 

Indonesian Trade Minister Satrio 
Budihardjo Joedono acknowledges that 
some suppliers will have to fend for them- 
selves in future. “The auto industry knows 
this, and those who will make it will make 
it, and those who will not will not," he 
says. 

Their future competitors may be near at 
hand. Some Malaysian auto-parts makers, 
nurtured on the Proton national-car project 
and Japanese investment, see the loss of 
local-content rules as an opportunity, not à 
threat. "We can compete. We are already 
selling back to the U.S. market," says 
Leong Kim Foo, general manager of Belton, 
a leading parts supplier. He and others be- 
lieve Malaysian parts producers will pick 
up business in both Indonesia and Thai- 
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land, where they claim local quality is 
lower. 

Indonesia, says Joedono, will attempt to 
compete by encouraging investment, prin- 
cipally from Japan, in domestic parts pro- 
duction. But it may become a race. Malay- 
sia's trade and industry minister, Datuk 
Seri Rafidah Aziz, indicates that her coun- 
try, too, was willing to subscribe to the lo- 
cal-content rollback “because we believe 
Malaysia will be able to get investment in 
local parts.” 

Both answers, however, can be seen as 
indicative of East Asia’s confidence in trade 
and its embrace of higher-value-added 
manufacturing. Thai negotiator Karun 
Kittisataporn, commenting on the coming 
shake-up in textiles, explains: “There’s a 
sense of security living with quotas. But 
more-efficient countries would prefer a free 
market, even if it is less certain.” 

Still, doubts abound: the Gatt accord 
has many limitations and ambiguities, and 
the current sour tone of trade diplomacy 
calls into question how much goodwill ex- 
ists to resolve them. Washington's dispute 
with Beijing and Tokyo and a North- 
South divide over labour rights sug- 
gest that December's triumph of 
multilateralism was something less 
than an entente cordiale. Indian farm- 
ers have rioted in New Delhi, assail- 
ing what they see as a sell-out to the 
West, and government ministers in 
Seoul have ritually resigned to pla- 
cate public anger at rice imports. 
How assured, then, is free trade? 

In fact, this fragility is what made 
an agreement so essential. Asia, fear- 
ing big-power bullying, especially in 
anti-dumping actions, unanimously 
applauded the decision to create a 
new umpire, the World Trade Or- 
ganisation (WTO). 

Hong Kong's trade and industry 
secretary, Chau Tak-hay, hopes the 
WTO, due to replace Gatt on January 
l, will forge a trading system "less 
biased in favour of the major part- 
ners, such as the U.S. and the Euro- 
pean Union." Halida Miljani, a sen- 
ior Indonesian trade official, hails its 
dispute-settlement clauses as "a bet- 
ter mechanism to prevent all-out 
trade wars." 

Success in creating an effective 
arbitration process will probably en- 
courage countries to seek redress. In that 
case, Geneva may see more Asian petition- 
ers willing to contest U.S. and European 
anti-dumping actions and other restraints. 
Not all potential sources of friction are 
East-West affairs, however. As countries 
open their markets, they may become 
more sensitive about any foot-dragging by 
their neighbours. A South Korean official 
expresses hope that "Japan won't com- 
plain" if Seoul continues discriminating 
against its imports (by, among other 
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things, a ban on its cars). “The Japanese 
know how sensitive Koreans are” on the 
issue, he says. 

For the moment, Tokyo has reasons to 
go along. But in their latest contretemps 
with the U.S., the unlitigious Japanese have 
begun muttering about recourse to Gatt. 
Nobutoshi Akao, Tokyo's chief Gatt nego- 
tiator, remarked this month: “The new dis- 
pute mechanism under the WTO is very 
much strengthened, and we should utilise 
it more in the future." 

Indeed, the real-world benefits of seve- 
ral trumpeted achievements of the Uru- 
guay Round ultimately depend on their 
application by governments or companies. 
India, for example, agreed to introduce pat- 
ent protection for drugs and seeds. But 
even if new laws survive the expected par- 
liamentary fight, they won't automatically 
put royalties into the pockets of Western 
drug and seed companies. Victims will 
have to mount court battles, or threaten 
them, to get their money. 

What comes next? The future WTO's 
agenda already looks crowded. Services 
trade represents a huge area of unfinished 
business. Although the Marrakesh accord 
brings services under Gatt for the first time, 
the results leave much unresolved. How 
these problems are tackled will be watched 
nervously in Asia, where most banking 
and insurance markets remain protected 
(they will experience some increase in com- 
petition even from the limited results 
achieved so far). 

More immediately, Gatt mem- 
bers must decide whether to admit 
China — an issue of some signifi- 
cance given that economy's impact 
on Asian trade and growth. Taiwan, 
which seeks entry as an industrial 
country bound by more stringent 
standards, is expected to gain entry 
soon afterwards, leaving Indochina 
the only major hole in Gatt's cover- 
age of Asia. 

The U.S. and European Union, 
despite the fudge agreed to keep 
things sweet in Morocco, are likely 
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Asia's developing nations 
will be big winners 


2 ] Several studies have at- 
É tempted to compute the 
economic benefits of the 
Uruguay Round. While 
their numerical results 
may be open to debate, 
one thing seems clear: Asia will gain more 
than other regions. 

Asia's developing nations account for 
roughly 15% of world trade, estimated at 
US$3.6 trillion in 1993. Japan, Asia's sole 
“industrial” countrv, has about 9%. Their 
pro-rata shares of the US$755 billion-a-year 
boost to global trade in goods that Gatt 
projects by 2005 would be US$116 billion 
for Asia's developing nations and 609 
billion for Japan. 

World Bank and OECD studies have 
suggested most of the overall economic 
benefit will accrue to developing Asia, 
with less for Latin America and virtually 
none for Africa. "Gains will be most im- 
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mediate in Southeast and East Asia,” the 
World Bank noted in a December memo- 
randum. “Countries here have fewest 
preferences to lose and have generally 
passed the stage of needing cheap access 
to technology." 

What is ultimately more important than 
trade, however, is the income it generates. 
Gatt projects a US$235 billion rise in in- 
come, or world GDP, by 2005. The World 
Bank forecasts US$213 billion and the OECD 
US$274 billion. 

All of these estimates ignore the USSI 
trillion-a-year world trade in commercial 
services, which the Gatt accord covers in 
terms too vague to quantify. They also nec- 
essarily make simplified assumptions. 
They do not predict, for example, the “dy- 
namic” effects of increased business confi- 
dence in a more certain environment, or 
the benefits that arise when resources freed 
in one sector are put to use in another. As a 
result, the final impact may be much 
greater than the studies suggest. 

There are additional reasons to believe 
Asia will fare proportionally better than 
other regions. 

First, Asia's slice of world trade is in- 
creasing rapidly — à decade ago, it was 
under 11%. The shares of other developing 
regions and industrial countries have 
stayed static or fallen in the same period. 
Moreover, as the region of most buoyant 
economic growth, Asia is sucking in invest- 
ment from the rest of the world. Increas- 
ingly, too, it trades with and invests 
in itself (nearly half of all Asian ex- 
ports are intra-regional), sustaining 
a virtuous circle. 

Second, two giants are emerging: 
China and India. China, which 
hopes to rejoin Gatt by year-end, 
currently boasts the world's highest 
economic growth. Its burgeoning 
trade is what puts Hong, Kong, the 
middle man of Greater China, at the 
top of the Asian export league (see 
chart). India's economy is less 
sprightly, but the country has po- 
tential for big gains. Forty years of 
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to continue pressing for minimum 
labour and environmental stand- 
ards; Japan may seek debate on 
competition policy, where it has an 
interest in resisting U.S. pressure. 
Other issues include bidding rules 
for government and state-agency 
contracts, another source of U.S.- 
Japanese discord (the Gatt agree- 
ment produced so far excludes most 
of Asia). 

Importantly, however, the Mar- 
rakesh accord ensures these topics 
will mostly be dealt with at in- 
ternational level, thus providing 
some security to weaker nations. 
"With multilateralism alive, we are 
much better protected," says CSIS'S 
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trade autarky has reduced its share 
in world exports to a measly 0.5%, 
compared with 1.99; in 1950 and 
China's 2.3% share now. Liberalisa- 
tion, if New Delhi can hold to its 
course, will help India redress that 
imbalance. 

Third, Asia accounts for more 
than 40% of the world textile and 
clothing trade, one of the areas ex- 
pected to benefit most from the 
Uruguay Round (see separate story). 
And among developing regions, it 
dominates manufacturing. Just 
eight East Asian nations produced 
73% of all developing-country ex- 
ports of manufactures (including 
textiles and clothing) in 1992. 

m Andrew Waller 
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TRADE 


Stitched 
Up 


Asia's textile and clothing 
trade is set to boom 


The demise of the Multifi- 
bre Arrangement (MFA), 
the protocol that governs 
the world's textile and 
clothing trade, will shake 
up two industries that 
have become many developing countries’ 
passports to a manufacturing future. But 
the gains for Asia, while large overall, 
won't be shared equally. 

World textile and clothing exports 
amount to US$250 billion a year, divided 
almost equally. Gatt economists predict a 
60% jump in clothing trade over 10 years 
and a 34% rise in textiles. Asia, as producer 
of more than 40% of all textile and clothing 
exports, will reap big rewards. 

Roughly half of the region's shipments 
go to the United States and European Un- 
ion (EU), both of whom cap imports on a 
country-by-country basis — the infamous 
MFA quotas — to protect their own pro- 
ducers. Scrapping these quotas will release 
pent-up supply. But it will also end a sys- 
tem that has caused a clothing industry to 
take root, or linger, in places it otherwise 
would not. 

In Hong Kong, for example, only about 
10% of textile and clothing production has 
taken the logical step of migrating to 
lower-cost China, compared with most toy 
and electronics manufacturing. Textile and 
garment workers comprise 40% of the 
colony's manufacturing workforce. "We 
have been able to maintain a garment in- 
dustry mainly because of [MFA] quotas," 
acknow ledges Chau Tak-hay, trade and 
industry secretary. But he adds: "We 
should not keep industries artificially 
alive." 

Hong Kong is not the only place that 
will see changes. Textiles and clothing re- 
mains a leading export for more than half 
of Asia. In a market where only cost and 
quality rule, many of these producers will 
have to upgrade to survive. Thai garment 
makers, for example, “will have to move 
to the higher end of the market," says 
Karun Kittisataporn, deputy permanent 
secretary at the Thai Ministry of Com- 
merce. 

At the bottom end, the challenge will 
come from low-cost makers of basic gar- 
ments, such as China, Bangladesh and Sri 
Lanka, whose clothing industries have ex- 
panded rapidly in recent years. At the 
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higher end, the c competition comes from 
quality producers in the West, as well as 
the industry leaders in Hong Kong, Tai- 
wan and South Korea. 

Industry sources in the U.S. believe that 
China (when it rejoins Gatt), India and Pa- 
kistan will be the biggest beneficiaries. 
That's because quotas will expand at accel- 
erating rates even though many won't ac- 
tually disappear until 2005. 

"Countries like India, Pakistan, Thai- 
land and Indonesia are going to have quo- 
tas that will just be exploding," asserts 
Carlos Moore, executive vice-president of 
the American Textile Manufacturers Insti- 
tute. "They are going to take over much of 
our market. 

But a U.S. trade official looks at it this 
Way: "Indian manufacturers will have to 
perform on price, quality and delivery 
times. They are also going to have to com- 
pete on brand recognition. So far, there are 
hardly any Indian brands known in North 
America or Europe." 

Indian officials acknowledge the MFA 
phase-out as one of New Delhi's gains in 
the negotiations (though they would have 
liked it to go even faster). As a country 
with a large manufacturing base, capable 
of producing both natural and synthetic 
fabrics as well as clothing, India mav fare 
better than producers such as the Philip- 
pines and Bangladesh. The latters' garment 
makers are largely reliant on imported 
cloth and varn and, as a result, are unable 
to capture the full benefits of higher cloth- 
ing exports. 

Pakistan, as the world's leading source 





Textiles: unequal gains for Asian countries. 


of cotton cloth and varn, should enjoy an 
increase in demand as the clothing trade 
expands. But its industrv, too, suffers from 
lack of investment and protectionism. 
Meanwhile, textile producers in Indonesia 
— also potential beneficiaries of a trade 
spurt — may be hampered by upstream 
protection. Economist Rizal Ramli says the 
raw-material costs of synthetic-fibre plants, 
which produce 60-70% of Indonesia's US$6 
billion-a-year textile exports, are high be- 
cause the government protects the local 
petrochemical industry. 

Asia's openness to imports varies 
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widely. To the U.S’ chagrin, both India 


and Pakistan refused to open their mar- 
kets significantly. India will cut tariffs on 
17 textile categories to an average 40% 
from 85% over 10 years. But that was an 
easy promise: New Delhi had already 
pledged to cut all tariffs to a maximum of 
50%, and an average of 25%, over the next 
three years. Pakistan has agreed only to 
lower tariffs on some items such as yarn 
and synthetic fibres. Thailand, by contrast, 
will slash textile tariffs to 10-30% from 25- 
100%. 

There is one last fly in the ointment of 
improved trade prospects. Importing na- 
tions will decide which MFA quotas sur- 
vive until the last gasp in 2005. Laura Jones, 
executive director of the U.S. Association 
of Importers of Textiles and Apparel, says 
that sensitive products — woollen items, 
children’s clothing, cotton trousers and 
sweaters — will be the hold-outs. “In the 
first years, they will be taking out things 
like sailboat sails and cloth dolls. We don’t 
believe that anything of real value will be 
taken out from under quota until the last 
part of the phase-out.” — m Andrew Waller 


Product Group 


— Leather, rubber, footwear 
«| and travel goods 


One Man's Grain... 


Farm communities across Asia face mixed prospects 


— | Who are the winners in 
M Asia's liberalisation of 
® agricultural trade? 
Q Thailand, the region's 
| leading food producer, is 
an obvious candidate: it's 
the world's No. 1 exporter of rice, tapioca 
and rubber and No. 2 in sugar. Trade offi- 
cials in Bangkok forecast that global com- 
modity prices, especially for rice and sugar, 
will rise as a result of the Marrakesh ac- 
cord. They also expect the volume of Thai 
agricultural exports to expand. 

Some other winners include New Zea- 
land dairy farmers, who will gain access to 
new markets. 

Who are the losers? Farmers in Japan, 
South Korea and India would raise their 
hands. Tokyo and Seoul were forced to 
surrender on rice imports. New Delhi 
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.. agreed to provide patent rights on seeds; 


farmers fear that will raise seed prices. 

In a few years, though, perceptions may 
be different. The Japanese housewife, for 
one, may consider herself a winner as she 
pays less for a whole range of farm prod- 
ucts. Indians will also benefit if the tariff- 
and subsidy-cutting provisions of the Uru- 
guay Round help to stimulate their eco- 
nomy and trade. Food accounts for roughly 


— . 17% of India's total exports. Simply main- 
`: taining its 2.2% share of the world agricul- 









tural market would produce significant 
extra trade and income. Farm liberalisation 
could also produce important gains in na- 
tional efficiency, output and savings. 

While rice grabbed the headlines, 
moreover, its growers arguably remain bet- 
ter protected than producers of other foods 
whose markets were also opened. 

Take dairy products. "We have been 
banging away at the door of the Korean 
cheese market for more than two decades, 
but it has remained firmly closed," says 
Nigel Mitchell, external policy and plan- 
ning manager of the New Zealand Dairy 
Board. “The Koreans," he adds, "are now 
committed to opening that door. The mar- 
ket will not be huge initially. But now we 
have the opportunity to compete." 

Underlining the indirect benefits that 
can flow to producers from changes else- 
where, Mitchell also notes that by 2000 the 
European Union will be exporting "at least 
100,000 tonnes less of subsidised cheese. 
The opportunities this will create in a range 
of markets are tantalising." 

Those opportunities and many others 
could produce a substantial increase in glo- 
bal agricultural exports, which amounted 
to around U58455 billion in 1992. Gatt eco- 
nomists forecast a 20% rise in agricultural, 
forestry and fishery exports by 2005, and 
19% in processed food and beverages. 
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| Developing countries in Asia with 


Meson | substantial exports of these products 





| Bangladesh, China, Fiji, Hong Kong, India, 
South Korea, Macau, Pakistan, Philippines, 
Sri Lanka, Tonga, Tuvalu 


Papua New Guinea 











Brunel, Fiji, india, Indonesia 


Malaysia, Singapore 


Cambodia, Tonga 






Burma, Cambodia, Indonesia, Malaysia, 
Solomon Islands 


Fiji, Maldives, Solomon Islands 
Singapore, Tuvalu 


Fiji, Indonesia, Papua New Guinea, 
Singapore, Sri Lanka, Tonga 


Burma, Philippines, Thailand, Tonga, Tuvalu - 


Cambodia, Indonesia, Malaysia, Papua New 


Guinea, Philippines, Solomon Islands H 
Tuvalu | 


Pakistan 
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South and Southeast Asia's share of 
world farm exports is 11%, or about US$50 
billion. Several studies have concluded that 
freer farm trade will raise developing na- 
tions’ income by US$20-60 billion annually 
after 10 years — the benefits to individual 
countries being influenced by the extent of 
their own liberalisation. 

Some Asian producers can expect to 
gain from the average 37% cut in farm tar- 
iffs planned by industrial nations. Tropical- 
foods exporters, such as Philippine banana, 
mango and pineapple growers, may also 
do well: industrial nations will cut tariffs 
on these products by an average 43%. 
About 60% of Asia's farm trade, however, 
stays within the region. Here, the potential 
is less promising, as developing countries 
will cut agricultural tariffs by only 24%. 

The bigger impact, though, may flow 
from subsidy cuts, both in destination mar- 
kets and domestic ones. Worldwide, the 
sums paid to support farmers are stagger- 
ing — more so among rich nations. In their 
Gatt submissions, industrial countries 
owned up to paying US$150 billion annu- 
ally in "production or trade-distorting" 
domestic farm supports and a further 
US$16.4 billion in export subsidies. Deve- 
loping countries admitted to US$19 billion 
and US$1.7 billion, respectively 一 propor- 
tionally much smaller figures. 

Subsidies will fall by a third in North 
America and Europe, probably causing 
prices to rise for a time until competition 
and greater efficiency push them down 
again. These price rises may pose a threat 
to nations with high food-import bills, such 
as Bangladesh, Pakistan and Sri Lanka. 

B Andrew Waller 
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These are the main pro- 
visions. Several have 
fast, slow and very slow 
(or no) tracks for indus- 
trial, developing and 
least-developed coun- 
tries (LDCs), respectively. Overall, tariffs 
will be cut by a weighted 61% in Japan, 
37% in the European Union and 34% in 
the United States. 





INDUSTRIAL GOODS 

> Industrial nations will scrap tariffs on 
construction, farm and medical equip- 
ment; steel; beer and distilled spirits; 
pharmaceuticals; paper; toys and furni- 
ture. Developing nations will reduce tar- 
iffs on these goods. 

> Industrial nations will cut tariffs on 
imports from other industrial nations by 
38%; on imports from developing na- 
tions by 37%; and on imports from LDCs 
by 25%. 

> Tariffs on semiconductors, computer 
parts and chip-making equipment will 
fall by 50-100%. 

> Tariffs on chemicals will be harmo- 
nised at low rates (maximum 6.5%). 

> Most tariff cuts will be phased over 
five years, starting on July 1, 1995; others 
over 10 years. Pharmaceutical tariffs will 
end immediately when the accord takes 
effect. 


AGRICULTURAL GOODS 

> All quantitative limits will be replaced 
by tariffs (“tariffication”). 

> Industrial nations will cut tariffs, in- 
cluding those resulting from tariffication, 
by 37% over six years; developing na- 
tions, by 24% over 10 years (LDCs are ex- 
empt). Minimum cuts of 15% and 10%, 
respectively, are required on individual 
tariff lines. Talks on further cuts will be- 
gin in the fifth year. 

> Industrial nations will cut export sub- 
sidies by 36%, and subsi- 
dised export volumes by 
21%, over six years. Deve- 
loping nations will cut 
them by 24% and 14%, re- 
spectively, over 10 years 
(LDCs are exempt). 

> Countries must pro- 
vide minimum access for 
exports, starting at 3% of 
domestic consumption 
and rising to 5% (different 
figures apply to rice in 
Japan and South Korea). 
> Subsidies of domestic 
farm production will be 


1994 


What They Signed 








cut by 20% in aggregate from 1986-88 
levels (with credit for cuts already un- 
dertaken). Certain subsidies are exempt. 


TEXTILES AND CLOTHING 

> The Multifibre Arrangement (MFA) 
will be phased out in four stages over 10 
years. 

> Based on 1990 volumes, importing 
nations will lift MFA restraints from 16% 
of textile and clothing imports under 
Stage 1 (starting on July 1, 1995); an ad- 
ditional 17% in Stage 2 (January 1, 1998); 
18% in Stage 3 (January 1, 2002); and a 
further 49% in Stage 4 (ending on July 1, 
2005). They may choose which products 
to de-restrict at each stage. 

> Pending abolition, quotas will expand 
at escalating annual rates. In Stage 1, the 
existing growth rate will rise 16%. In 
Stages 2 and 3, the then-existing rates 
will rise 25% and 27%, respectively. 

= Until 2005, countries may take “safe- 
guard” actions lasting a maximum of 
three years against import surges tha 
damage domestic pro- — 

ducers; they may also 
take stronger action 
against illegal circum- 
vention of quotas. 


INTELLECTUAL 
PROPERTY 

> Protection must be 
provided for copyrights, 
patents, trademarks, in- 
dustrial designs, trade 
secrets and integrated 
circuits. 

> Computer programs will be protected 
as literary works. Sound recordings and 
motion pictures will be protected for at 
least 50 years; patents, 20 years. 

> These standards must be imple- 
mented within one year by industrial 
countries, five years by developing ones 
(10 years if they don't cur- 
rently provide product 
patenting) and 11 years by 


SAFEGUARDS 

P Gatt's safeguard provi- 
sions, which enable coun- 
tries to retaliate legally 
against damaging import 
surges, are better defined 
and procedurally im- 
proved. 

P» Voluntary export re- 
straints (VERs) will end 
within four years, but each 
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member may “grandfather” one excep- 
tion. (Japan agreed to keep a VER on car 
exports to Europe; South Korea on silk 
exports to Japan.) 

P Existing safeguards must end within 
five vears, or within eight years of their 
inception, whichever is earlier. New safe- 
guards are limited to four years, extend- 
able to eight, during which they must be 
progressively liberalised. 

> Developing countries are protected 
against some safeguard actions and have 


more flexibility to impose safeguards. 


ANTI-DUMPING 

P The rules that permit countries to in- 
stitute anti-dumping actions are clarified, 
with improved ures and criteria, 
including binding dispute arbitration. 

> Anti-dumping measures will gener- 
ally be limited to five years, or less if the 
trade disruption becomes minimal. 


SUBSIDIES 

P Subsidies are classified into three 
categories: 

> Prohibited: Export subsidies, includ- 
ing those linked to use of local content. 
> Actionable: Subsidies that injure the 
domestic industry of 
another member. Mem- 
bers may legally re- 
# spond with counter- 
` vailing duties. Injury is 
assumed if subsidies ex- 
ceed 5% of a product's 
value (civil aircraft ex- 
cepted), or are provided 
to write off debts or 
cover operating losses. 
> Non-actionable: cer- 
tain subsidies for indus- 
trial research, regional 
development and adaptation of factories 
to meet new environmental rules. 

> Countervailing duties must generally 
end within five years, or earlier if the 
trade disruption becomes minimal. 

> LDCs and countries with per-capita 
GNP below US$1,000 are exempt from the 
ban on export subsidies and enjoy a 
grace period on others. Developing 
countries enjoy eight years' grace on ex- 
port subsidies and a time-limited waiver 
on others. 


SERVICES 

> Most-favoured-nation treatment, sub- 
ject to exceptions notified by members, 
will be applied in services trade. 

> Countries submitted market-access 
offers covering a wide range of profes- 
sional, business, financial and educa- 
tional services; they must eliminate ac- 
cess provisions in these areas or negoti- 
ate with trade partners to retain them. 8 
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ECONOMIC MONITOR: 


SOUTH KOREA 


Wake-Up Call 


e must get a better grip on the 
VY = management this year 
when we're free from distractions 
of the election. Six-percent growth should 
be achievable, but we ought to keep prices 
stable . . . . We can hold our heads high 
only by keeping the economy growing.” 
The speaker was President Kim Young 
Sam, at an April 11 cabinet meeting on the 
economy. His remarks are timely, coming 
just as the economy appears to be rebound- 


| ing from a 30-month slowdown. Exports 


are picking up, helped by the strong yen. 
That, in turn, has triggered facility expan- 
sion, fuelling domestic demand. Prelimi- 
nary central-bank figures indicate a strong 
recovery in all sectors. Most analysts esti- 
mate GNP grew at an annual rate of 7.3% in 
the quarter, exceeding Kim's suggested 6% 
and almost double the year-earlier 3.8%. 
Most private forecasters project 7% GNP 
growth this year. 

"The main boost comes from the higher 
yen, which enhances demand for Korean 
products," says Mun Si Yeoul of the Sam- 
sung Economic Research Institute. Says 
Kim Joo Hyung, of the rival Lucky-Gold- 
star Economic Research Institute: "These 
external factors should be a windfall gain 
for President Kim." 

Samsung analysts estimate first-quarter 
exports at US$19.9 billion, up 9% from a 
year earlier. Ship exports totalled US$579 
million in the quarter, up 10396 from a year 
earlier. Exports of semiconductors rose 
43%, automobiles 20%, and home appli- 
ances 17.5%, the Korea Foreign Trade As- 
sociation (KFTA) reported. Not all exports 
surged, however. January-February ship- 
ments of textiles and footwear slumped 
27.7% from a year earlier, and apparel was 
stagnant at 5.7% growth. 

Trade with China remained robust for a 
third consecutive year. Exports to China in 
the first two months grew 25% from a year 
earlier to US$745 million, but imports 
surged 45.2%, to US$720 million, primarily 
because South Korea is buying more agri- 


, cultural produce from China. 


Indeed, some analysts are concerned 
about the prospect of a sizable overall trade 
deficit by year’s end. Preliminary first- 
quarter figures show imports rose a year- 
on-year 12.8% to US$22.5 billion, for a 
US$2.6 billion deficit. Imports consisted 
largely of capital equipment, much of it 


| from Japan and Germany. KFTA officials 


say present trends could produce a first- 
half deficit as wide as US$4 billion. 
Others are less worried, citing the expe- 


| rience of 1993, when second-half surpluses 
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offset a first-half current-account deficit of 
US$1.01 billion, leaving a year-end surplus 
of US$450 million. 

As with most expansions, there is a 
trade-off between employment and infla- 
tion. Unemployment fell to 2.9% in Janu- 
ary from 3% a year earlier, but consumer 
prices rose 3.3% in the first quarter alone, 
crossing the halfway point of 6% set by the 
government for the full year. 

This year's moderate pay raises — av- 
eraging 5-8.7% — should help allay con- 
cerns about inflation. So should monetary 
policy. The central bank has vowed to keep 
M2 growth at a relatively tight 14-17%. 
When M2 grew 17.2% in February, the 
bank quickly issued bonds to soak up ex- 
cess liquidity. 

Interest rates have also moved upward 


Tighter Money 






Growth in M2 
% year-on-year 
24 
| Average outstanding balance 
20 
18 
16 
14 à 
=o == '94 
Source: Jardine Fleming 


as companies scramble for funds to expand 
facilities. Yields on three-year bank-guar- 
anteed corporate bonds have inched up to 
12.45% in April from 11.8% in January. 

Then there's that other perennial trade- 
off: a strong won damps the cost of im- 
ports, but it also makes exports less price- 
competitive. The government-supported 
Korea Development Institute says the won, 
currently at 810 to the U.S. dollar, could go 
to 790 by year's end. 

The Development Institute wants a free- 
floating won, suggesting that South Korean 
entrepreneurs, like their Japanese counter- 
parts 10 years ago, exploit the stronger cur- 
rency by shifting to higher-technology 
fields. The biggest conglomerates, long ac- 
customed to protection, howl in protest. 
How the government responds will test its 
resolve in implementing the reforms Presi- 
dent Kim has promised. m Shim Jae Hoon 
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COMPANIES 


Industrial Revolution 


Shanghai Petrochemical is reforming, but slowly 


一 





By | Henny Sender 
j ts a two-hour drive from central Shang- 





hai to Jinshanwei, home to Shanghai 

Petrochemical Co. (sPC). Sprawled over 
seven square kilometres is a corporate em- 
pire that includes refineries and factories 
churning out hundreds of petrochemical 
products. It has its own power and water 
plants, a massive wharf, schools, technical 
universities, hospitals, cinemas, depart- 
ment stores and two branches of the Jin- 
shan Hotel. One of the newest buildings is 
the proudly labelled Exhibition Hall, the 
highlight of the tour for foreign visitors. 

Since SPC listed its shares in Hong Kong 
last July, a lot of foreign visitors have come 
to see just how corporatisation of the state- 
owned concern is working out. The short 
answer: it's hard to tell. The transforma- 
tion was aimed partly at attracting foreign 
capital, but mostly at switching the empha- 
sis from production to profits, giving work- 
ers new incentives and management new 
responsibilities. A visit to SPC suggests the 
going will be slow but change is coming. 

Those who greet arrivals say business is 
booming. Revenue surged to Rmb 8.7 bil- 
lion (US$1 billion at current rates) in 1992 
from Rmb 5.1 billion in 1990, making spc 
China's ninth-largest industrial enterprise 
that year, its last as a wholly state-owned 
enterprise. 

But src staffers offer few specifics. Does 
this reflect careful tutoring on sensitive, 
market-moving information? Or is it a 
legacy of the days when anything regard- 
ing a government-owned enterprise was a 
state secret? Staffers say they have no idea 
whether second-half 1993 earnings ex- 
ceeded those of the first half, when src 
posted net income of Rmb 574 million on 
sales of Rmb 4.6 billion. (The figures are 
supposed to be released by end-April.) 
Even a question on currency reform elicits 
only the unlikely answer that the devalued 
yuan will have no impact on operations. In 
fact, none of the merchant bankers who 
worked on listing SPC doubts it will meet 
its earnings targets — they were set con- 
servatively. 

The real problems lie elsewhere. One of 
the biggest, says Cai Hongping, director at 
the secretariat of the board of directors, is 
the growing income disparity dividing 
workers in SPC'S listed and unlisted com- 
ponents. Workers in both had the opportu- 
nity to buy shares. Those in the listed part 
received a 20% wage rise last year, and 
their counterparts in the less-profitable, 
unlisted part only 12%. But the latter re- 
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ceived bonuses and benefits that may in- 
deed have been more generous. (Inflation 
in Shanghai, meanwhile, ran at 17%, ac- 
cording to the Shanghai Planning Commis- 
sion's questionable figures, and the aver- 
age wage increase for the year was 30%.) 

Then there's excess labour. SPC has put 
2,000 of its under-utilised employees to 
work at its restaurants in Jinshan and 
Shanghai. But SPC is no more free to cut 
payrolls than it is to experiment with in- 
centive pay. Instead, Cai says, SPC is ration- 
alising production, focusing on businesses 
that are more profitable, and phasing out 
those that are less so. 

“Now we can invest freely,” says Cai. 
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“So we can do gas stations, which are more 
profitable." The company also wants to 
change its output to exploit the nascent 
power of consumer spending. "Plastics," 
says Cai. "Our consumption is one-thirtieth 
U.S. consumption. We can make plastic 
ashtrays." 

SPC is doing what any of China's state 
enterprises would like to do: restructure 
and tap the equity markets. But listing is 
the easy part; restructuring is more diffi- 
cult, and fund managers say it will be years 
before such efforts pay off. Responsibility 
and bold decision-making don't come 
naturally at former state enterprises. 

Listing was a breeze largely because 
spc, one of the first nine mainland com- 
panies to list in Hong Kong, came to mar- 
ket when there were few China plays 
around. It was blessed less by its own 
strength than by the fact that demand for 
China shares far exceeded supply. But it's 
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getting harder to attract foreign invest- 
ment. Now, 22 more mainland candidates 
are preparing to list in Hong Kong and 
New York, hoping to raise US$6 billion. 
The supply-demand balance favours issu- 
ers less and less. The slow going of Febru- 
ary's US$1 billion global bond issue for the 
People's Republic of China shows that de- 
mand for the country's paper isn't infinite. 

"Before, it was just the China story," 
notes Thomas Jasper, the chairman of 
Salomon Brothers in Hong Kong. "But 
with this new corporatisation, you have to 
tell a specific story as well." 

Moreover, the competition is becoming 
more intense. Everyone in China is looking 
for alternative sources of financing. "We 
all need money," says a staffer at the finan- 
cial audit department of Beijing Tyre 
Factory at a February conference on cor- 
poratisation held in Beijing. But before state 
enterprises can attract foreign capital they 
must make some effort to restructure — a 
task that can be daunting. 

For some, the key obstacle is manage- 
ment, an under-developed concept in 
China. “Many feel they do not work for a 
company," says a representative from the 
Metallurgical Economic Research and 
Development Centre. “They work for a 
factory." 

Still, representatives from McKinsey & 
Co., hired by the Shanghai municipal gov- 
ernment and the World Bank to help four 
enterprises restructure, say much can be 
done to improve profitability, even within 
current constraints. 

One of McKinsey’s four companies is a 
machine-tool concern being nipped at on 
the low end by local enterprises unham- 
pered by the social obligations weighing 
down state enterprises (they undercut 
prices by 25-40%), and on the high end by 
fast-growing Sino-foreign joint ventures 
and imports. Sounds hopeless, but it's 
nothing genuine corporate management 
can't cure, says McKinsey Senior Manager 
Jonathan Woetzel. The solution: cost-cut- 
ting and focusing on profitable areas — 
acts that require bold decision-making. 

Even if such firms can get themselves 
into shape, will international capital mar- 
kets embrace them? Salomon Brothers pre- 
dicts that by 2000, U.S. investors alone will 
hold USS100 billion to USS140 billion in 
equities of non-American companies, 
much of it Chinese. (Salomon calculates 
that U.S. investors now hold US$1 billion 
in Chinese equities.) And will new issues 
come at the expense of existing China 
plays? 

For companies like spc the challenge will 
be sustaining the earnings momentum that 
going public creates. Many foreigners visit- 
ing SPC are dismayed by its still-bureau- 
cratic management and outdated equip- 
ment. Better perhaps to invest in the Jinshan 
Hotel, where fund managers routinely get 
taken for lunch after their tour. * 
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CAR INDUSTRY 


Mini Miracle 





Suzuki holds its own while other car makers suffer 


ہم 


By Jonathan Friedland in Hamamatsu City 











n Bangkok, the joke goes that if you park 

two Suzuki cars next to one another-and 

walk away for a while, they'll quickly 
give birth to a third. To Suzuki's competi- 
tion, that's no joke. A perennial also-ran at 
home, Suzuki Motors is increasing sales 
worldwide even as Japan's other vehicle 
makers bleed cash and try to slim down 
enough to take on a resurgent American 
car industry. 

Analysts expect the maker of mini-cars, 
sport-utility vehicles, light trucks and mo- 
torcycles to post sales of Y1.25 trillion 
(US$12 billion) for the year that ended 
March 31. They estimate net profit dropped 
7.8% to ¥17.5 billion, but that should prove 
better than the Big Three — Toyota, Nis- 
san and Honda — and in any event net 
appears set to surge in the year that just 
began. Moreover, Suzuki's performance 
should allow it to supplant ailing Mazda 
this year as Japan's fifth-largest motor- 
vehicle maker. 

If that weren't enough to make it a 
stockmarket darling — Suzuki shares have 
substantially outperformed the Nikkei over 
the past year — the 74-year-old family-run 
firm is one of the few auto companies any- 
where pegged to show strong future reve- 
nue growth. "Among the Japanese car 
makers — and even among the Europeans 
and Americans — Suzuki is the company 
best positioned to take advantage of fast- 
growing emerging markets," says Keith 
Donaldson, a director at Salomon Brothers 
in Tokyo. 

Suzuki didn't end up in this position 
entirely by design. It was a late starter in 
the business, building its first car in 1955 
— 20 years after Toyota and Nissan — and 
managed this feat only when its engineers 
tore apart a late-1930s Austin-Mini. Its 
main product ever since, a cheap, easy-to- 
maintain and fuel-efficient coupe with an 
engine displacement of less than 800cc, 
isn't in the same league as the ever-pricier, 
extras-loaded cars its bigger rivals turn out. 

Thats why when most Japanese car 
makers were tumbling over one another in 
the 1980s to boost domestic capacity and 
set up plants in the United States and Eu- 
rope, company president Osamu Suzuki 
started quietly weaving alliances in Asia. 
"We didn't mean to emphasise the area 
unduly," contends Yoshio Saito, Suzuki's 
executive vice-president in charge of over- 
seas operations. "It just happened." 

Maybe. Suzuki weathered awful pub- 
licity in the U.S. during the late 1980s fol- 
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Suzuki's Saito: 'cost is everything.' 


lowing claims that its four-wheel-drive 
Samurai tended to flip. Whatever the case, 
its shift towards Asia turned out to be a 
stroke of brilliance. 

With production facilities in nine Asian 
countries, ranging from an assembler of 
knock-down kits in the Philippines that 
turns out 700 cars a year, to its US$1 bil- 
lion, 50-50 joint venture with the Indian 
Government, Maruti Udyog, Suzuki now 
has the biggest regional manufacturing 
presence among Japanese car makers. Asia 
and the Middle East account for more than 
half of Suzuki's total car sales and an even 
higher percentage of its motorcycle sales. 

That gives Suzuki a comfortable head 
start in the scramble among car makers for 
an Asian foothold. Maruti, for instance, 
maintained a 70% share of India's car mar- 
ket despite last year's tariff cuts. Its market 
share in Pakistan, where it opened a plant 
in 1982, is estimated at a similarly formida- 
ble 65%. In Indonesia, where it has a joint 
venture with the Salim Group, Suzuki's 
market share is second only to Toyota's. 

Then there's China, this year's Holy 
Grail for the car-making crowd. Suzuki has 
five technological licensing arrangements 
with Chinese companies. In the year to 
March 1994, they produced around 150,000 
vehicles, more than twice Toyota's China 
output. One of these has been converted 
into a joint venture, Changan Suzuki Auto, 
which will add another 50,000 units of ca- 
pacity in the spring of 1995. 

Big capacity in Asia isn't the only thing 
buoying Suzuki. It has led the industry in 
standardising auto parts and reducing 
variations. Its Wagon R mini-commercial 
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vehicle, released last year, shares 70% of its 
parts with other Suzuki models. The new- 
est model of its passenger mini-car 
standby, the Alto, will be similarly frugal, 
Saito says. 

“Our new development and production 
methods have been suitable for a reces- 
sion,” he says. “For mini-car makers, cost 
is everything, so we have been good at 
holding it down for a long time already.” 
Adds an auto-industry analyst: “Suzuki 
thinks like a small company, which indeed 
they are, compared to companies like 
Toyota. They are still counting their pen- 
nies at every turn.” 

Concentrating on developing markets 
allowed it to avoid the earnings pitfall 
strangling most of Japan's top 12 car mak- 
ers, which for the year to March are ex- 
pected to show their first combined operat- 
ing loss since the 1960s. "We've been so 
busy building up capacity overseas, we 
haven't built a factory in Japan in a long 
time," says Saito. 

This means that Suzuki is using a higher 
percentage of its domestic plant capacity 
than any other Japanese car maker, espe- 
cially now that the Wagon-R is a hit with 
delivery companies. “Mini-vehicles are the 
only sector of the domestic auto market 
showing an upturn at present," says 
Andrew Blair Smith, an analyst at Barclays 
de Zoete Wedd in Tokyo. 

Suzuki is well ahead of the pack when 
it comes to producing offshore, an increas- 
ing necessity because of the strong yen. 
Koji Endo, a senior analyst at Lehman 
Brothers, reckons that Suzuki produces 
65% of its cars and 63% of its motorcycles 
in the markets where they are sold, often 
based around engines and transmissions 
exported from Japan. The average Japanese 
car company, by contrast, exports 48% of 
its domestic output, more often than not in 
the form of assembled vehicles. 

Suzuki's overseas gambits haven't all 
gone smoothly. Its Santana plant in Spain 
is in the midst of an acrimonious and de- 
bilitating strike that is forcing the parent to 
do a bit of last-minute financial legerde- 
main to dress up year-end accounts. But 
with better cash flow and less debt than 
most of its competitors, Suzuki is planning 
to increase overseas capacity. 

In addition to expanding its China op- 
erations and ramping up production at a 
new plant in Hungary, Suzuki and the In- 
dian Government are spending approxi- 
mately Y30 billion to raise output at Maruti, 
to 200,000 units from 130,000. Most of these 
will go to Eastern Europe and Central Asia, 
where Suzuki cars are valued for their du- 
rability and price. 

“The biggest headache for us is endaka,” 
says Saito, referring to the strong yen, “Pro- 
ducing cars for export at Maruti is one way 
of getting around this problem. We are 
planning to produce our lowest-price ex- 
port models for export from there.” = 
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Bank Leu. The cultured way of banking 





We are Switzerland's oldest bank. So you can 
depend on us to come up with the latest solutions. 


The world over, Swiss private banking is synonymous with first- 
class quality, security and discretion. We have been cultivating 
these virtues for generations. But we also owe our position among 
Switzerland's leading banks to the judicious use of state-of- 
the-art technology. So you can expect the oldest Swiss bank to 
provide a level of service that earns your full confidence. 
Bank Leu Ltd, Private Banking, Bahnhofstrasse 32, CH-8022 Zurich 
Zurich * Geneva * Berlin * Luxembourg * Hong Kong * Montevideo * Tokyo 
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The rapid industrial and economic expansion in 
the Asia Pacific Region has lead to a sharp 
increase in the demand for more electrical energy. 
Everywhere, utilities are planning and building 
new and technically more advanced power plants. 


Traditionally, Siemens has worked in close " 
cooperation with leading power utilities in the 

region and throughout the world by providing 

engineering and project management, installation 

and commissioning of turn-key solutions. As one 

of the world's leading suppliers of power station 

components for fossil-fired and hydro-power 

plants, we have also been involved in upgrading 

and refurbishing existing generating facilities. 


Today, we are even better equipped to serve the 
specific requirements of our utility customers In 
the region. 





With the formation of Siemens Power Generation 
Asia Pacific Sdn Bhd in Kuala Lumpur, our regional 
power engineering expertise and consulting 
capabilities have been strengthened. Highly quali- 
fied and internationally experienced engineers are 
ready to assist you in finding the best solution to 
your power generation requirements. 


Siemens (Pte) Ltd Siemens Power Generation Siemens offices in: 
MCS Asia Pacific Sdn Bhd Bangkok, Beijing, 

151 Lorong Chuan 19th floor Brunei, Hong Kong, 
03-01 New Tech Park Menara Tan and Tan Hanoi, Jakarta, 
Singapore 1955 207 Jalan Tun Razak Kuala Lumpur, Manila, 
Tel. (65) 284 3911 50400 Kuala Lumpur Seoul, Singapore, Taipei 
Fax. (65) 284 5733 Tel. (603) 264 4388 and Tokyo 


Fax. (603) 264 4833 


Converting energy into 
electricity. Siemens. 
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THE ASIAN MANAGEMENT AWARDS ۱ 
RECOGNIZING LESSONS LEARNED 


IN THE MARKETPLACE 


agement concepts such as “empowerment,” “transformation,” “excellence,” 
“continuous improvement,” and “quality.” Recently, a great many organiza- 
tions have started to cynically suggest that these concepts don't really work — except 
perhaps for authors and publishers: They do sell a lot of books. 


M any organizations have come to talk a great deal about contemporary man- 





A few organizations — some say about five percent — put these concepts to work and 
keep them at work despite the inevitable highs and lows associated with adopting, and 
adapting, new ideas and working toward worthwhile objectives. And, somehow they 
get world-class results. Not always the results anticipated or even wanted, but results 
that in some way taught them important lessons that helped make their organizations 
better. 


The Asian Management Awards is about those organizations — organizations that dare 
to recognize the lessons inherent in trying to stay relevant to their customers and the 
value of those lessons in the marketplace. The Asian Institute of Management and the 
Far Eastern Economic Review are honored to present The Awards 一 Asia's most 
rigorous examination of corporate and organizational excellence — in partnership with 
leading companies and organizations in Asia. 





A PRINCIPAL SPONSOR: METRO PACIFIC CORPORATION 


The success of companies is determined not just on the basis 
of financial indicators such as profitability and return on 
investment. Return on social investment is also a critical 
determinant of a company's capacity to sustain development 
and profitability. 


Metro Pacific Corporation (MPC) is an investment company — 
encompassing 15 subsidiaries and affiliates — that takes its 
social investments seriously. As an active member in Philip- 
pine Business for Social Progress, MPC has been a principal 
participant in programs as diverse as Mayon Volcano relief, 
Pasig River rehabilitation and financial support for the Women's Correctional Institute. 





As a rapidly expanding member of the Philippines business community, MPC also has 
a vital stake in helping provide for a dependable pool of Asian management talent. 


"The depth and strength of managerial skills available in Asia can match those 
anywhere in the world. What we need is a broader platform to encourage this 
management excellence — to elicit the world-class management talent that is latent in 
so much of the Asian management resource pool," suggests MPC's chief executive 
officer, Ricardo S. Pascua. 


"MPC is pleased to be associated with The Asian Management Awards, a program 
designed to provide that platform by identifying and celebrating the practice of 
management excellence in Asia. And by doing this, demonstrating that Asian managers 
compete — and succeed — in global markets." 





CAR INDUSTRY 


Engine Trouble 


Malaysia's Proton airs gripes with Mitsubishi 


By | Michael Vatikiotis it in Kuala Lumpur 


J urtured from birth by a Japanese 
foster parent and a protected do- 
mestic car market, Malaysia's 11- 
year-old Perusahaan Otomobil Nasional 
(Proton) is finally beginning the weaning 
process. 

The national car maker's success will 
hinge largely on its ability to expand in 
overseas markets and develop its own 
technology, thus reducing its dependence 
on partner Mitsubishi Motor Corp. (MMC). 

"The objective is to develop our own 
capability. This will be pursued actively 
from now on," says Proton's chief execu- 
tive officer, Datuk Nadzmi Salleh. 

The company has little choice: the Ma- 
laysian Government is considering a plan 
to liberalise the domestic car market, which 
would include ending the low import tar- 
iffs that now benefit Proton. The company 
pays 13% on the car kits it imports from 
Japan and then assembles, compared with 
more than double that for others. The pref- 
erable treatment has helped Proton domi- 
nate Malaysia's passenger-car market. The 
88,732 cars it sold in 1993 accounted for 
75% of the market, up from 67% in 1992, 
according to the Malaysian Motor Traders 
Association. 

The pending end to government pro- 
tection and the emergence of a second na- 
tional car company are forcing Proton to 
look overseas for continued growth. Asean 
nations are among its initial target markets. 
The company has concluded a barter deal 
to introduce its cars to Indonesia, and it 
hopes soon to begin assembling its cars in 
the Philippines. (The company exports a 
small number of cars to Brunei and Singa- 
pore, but nearly 90% of its 1993 exports — 
18,525 cars — went to Britain.) 

The regional play may not please MMC 
or other Japanese car makers who have 
long dominated the Asean market 
and are wary of any moves to- 
wards an integrated Asean-based 
industry. But this potential clash of 
interests could give Proton the 
means to loosen its bonds with 
MMC, which holds a 17% stake 
with its parent, Mitsubishi Corp. 
Proton management has become 
increasingly frustrated by what it 
sees as Japanese attempts to safe- 
guard technology and prevent the 
growth of independent auto indus- 
tries in the region. 

"There is disenchantment be- 
cause the Japanese have not pro- 
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vided enough technology transfer," says an 
economic analyst in Singapore who is close 
to the company. 

Malaysian Prime Minister Datuk Seri 
Mahathir Mohamad alluded to this in late 
March, when he said that the royalties paid 
to MMC for all Mitsubishi-designed parts 
are increasing the cost of Proton cars. Pro- 
ton estimates that the higher value of the 
Japanese yen has doubled the cost of pro- 
ducing its cars in the last year. 

Mahathir argues that the only way to 
reduce costs is to increase the amount of 
local design and سس‎ ina Mitsubi- 
shi currently supplies about 25% of the 
content for Proton's two models — the 
Saga and the Wira. "We get along fine with 
our Japanese partners, but the Japanese are 
fond of telling us to do things step by step," 
Mahathir said in a recent speech. He 
added: “We will have to try and get the 
technology somewhere, somehow." 

And he is searching for it. Mahathir 
recently paid a low-key visit to South 
Korea's Hyundai group, a trip that was 
widely viewed as a step towards develop- 
ing new ties with overseas car manufactur- 
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Proton exports have risen 
steadily since 1989 
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Malaysia's Protons: openings in Indonesia and Philippines. 


rs. Mahathir, who has been the prime 
mover behind Proton since its inception in 
1983, also plans to visit French car maker 
Citroen later this year. 

MMC denies it is holding up the transfer 
of technology to Proton. The company 
points to a new engine-casting plant set to 
come on line in July as àn example of its 
support for Proton's drive to increase local 
content and design. "We will continue to 
support the increase of research and deve- 
lopment activities," says Jumzo Ishino, an 
MMC spokesman in Tokyo. 

Some Malaysian analysts say the M$10 
million (US$3.7 million) joint venture an- 
nounced last September between Proton 
and Diversified Resources Bhd. (DRB) is 
another move towards self-sufficiency. Pro- 
ton holds a 31% stake in the new firm, 
Usaha Sama Proton-DRB, which will pro- 
duce a hatchback version of the Wira. 

Just how easy it will be for Proton to 
reduce dependence on MMC parts remains 
to be seen. A Western economist based in 
Japan speculates that Proton is probably 
tied to MMC by a web of contracts, not all 
of which expire at the same time. He also 
doubts whether MMC would respond to 
what appear to be veiled threats to diver- 
sify foreign partners. "MMC will walk a fine 
line as long as they can, giving the least 
they can," he says. 

While some observers say Proton may 
be bargaining for better terms with MMC, 
Nadzmi insists that the company aims to 
compete with its powerful East Asian 
neighbour in the region. Political gestures 
have helped spur Proton's foray into the 
Asean market. A July 1993 summit meet- 
ing between Indonesian President Suharto 
and Mahathir produced a deal in which 
Malaysia will sell Proton cars in Indonesia 
in return for the purchase of Indonesian- 
made aircraft. And Manila agreed to help 
Proton gain entry to the Philippines after 
the Malaysian prime minister visited the 
country in February. 

“We have been promised a licence to 
assemble Proton cars," says Nadzmi, al- 
though he would not provide details on 
when the venture might begin. Media re- 
ports from Manila say Proton will work 
with local assembler Autocorp Group. 

However, it is unclear when the 
company might gain access to the 
Philippine market. Analysts note 
there's a protective agreement be- 
tween several Japanese car makers 
and the Philippine Government 
that runs to 1996. 

Moreover, MMC produces 
Galant models in the Philippines 
that are very similar in class to the 
Wira — the model Proton plans to 
assemble in the country. Nadzmi is 
not concerned about potential fric- 
tion with MMC over the pending 
deal. "Mitsubishi cannot stop us," 
he says. x 
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| By Ahmed Rashid in Islamabad mE 


| ood idea, poor execution. That's 
| Pakistan's Mehran Bank. The insti- 
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| Pakistan's Mehran Bank 
| Struggles through scandal 


tution, which opened two years 


| ago in the initial phase of banking privati- 
| sation, is awash in scandal after its chief 
, executive, Younis Habib, was arrested on 


charges of misappropriating US$36.7 
million. 

Although the Mehran scandal is too 
small to unsettle major Pakistani banks, it 
has raised numerous questions about the 
way private banks were set up. The State 
Dank of Pakistan never had the power to 
scrutinise new banking applications on 
their merits. Instead, approvals were seen 
as political favours. The State Bank admit- 
ted in a statement issued on April 19 that 
Mehran Bank “was set up under dubious 
circumstances. It received massive, unu- 
sual and irregular support from one of the 
provincial governments." 

Although the caretaker government of 
Prime Minister Moeen Qureshi gave the 
State Bank more autonomy last year, the 
current government of Prime Minister 
Benazir Bhutto again reduced its authority. 
As a result, the tightly controlled banking 
sector remains heavily influenced by the 
government, and this, says a Western 
banker, "has created a climate of patron- 


| age and kickbacks which Pakistan has as 


yet been unable to shake off." 

Twelve private banks have been estab- 
lished in Pakistan since 1990. At least three 
more are scheduled to open soon. Mehran 
opened in 1992 with paid-up capital of Rs 
300 million (US$10 million), assets of Rs 2.9 
billion and stockmarket capitalisation of Rs 
200 million. 

Bankers say the State Bank is likely to 


| encourage Mehran’s absorption by another 
| bank. "Some of its depositors are very 
| powerful and the government cannot af- 
| ford to let the bank go under,” 
| Among its depositors are the government 
| of the Northwest Frontier Province, Pakis- 
| tan State Oil, Karachi Metropolitan Corp. 
, and the Interservices Intelligence Agency. 


says one. 


The governor of the State Bank, Mo- 


| hammed Yakub, says: “The [State Bank] 


will try to protect the interests of the de- 
positors without fear or favour.” He 


| would not disclose measures the bank 
| might take. G 
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A Lighter Shade of Red 


Is China's trade picture really improving? 


By Carl Goldstein in Hong Kong 


A 


n improvement in China's trade bal- 
ance has prompted a round of back- 
slapping among economic officials 
in Beijing, but it may be too early to break 
out the champagne. 

Export growth outpaced import growth 
during the first quarter for the first time in 
more than two years. But the salutary re- 
sult probably stemmed mainly from Bei- 
jing’s success in wielding old-fashioned ad- 
ministrative measures to restrain imports, 
plus a boost from January's devaluation of 
the renminbi. Nevertheless, officials were 
quick to greet the new data, released on 
April 12 by the customs administration, as 
a major turnabout in China's trade balance. 
A senior customs official told the official 
China Daily that the figures show China is 
"heading for a stable and balanced deve- 
lopment of foreign trade." 

The country's merchandise trade last 
year suffered a disastrous swing to a US$12 
billion deficit, from a US$4 billion surplus 
in 1992. The reason: an insatiable appetite 
for capital equipment and industrial raw 
materials, born of two consecutive years of 
13% GDP growth. 

China's first-quarter exports totalled 
US$19.1 billion, up 18.7% from a year ear- 
lier, while imports rose only 18.2%, to 
US$20.4 billion, said the customs adminis- 
tration. It could have been a lot worse — 
and last year it was. Exports in 1993 rose 
an anaemic 8%, while imports surged 29%. 

Though the first-quarter trade deficit 
widened 15% from a year earlier to US$1.3 
billion, improved exports raised official 
hopes that the full-year deficit will narrow. 
Any sign of moderation ought to be good 
news for the overall economy. What con- 
cerns independent analysts, however, are 
signs that the improvement resulted less 
from reform of the state-dominated trade 
system than from Beijing’s ready recourse 
to the central planner’s toolbox. 

“The improvement came mainly from 
administrative credit controls,” says Nic- 
holas Kwan, senior economist for Merrill 
Lynch. That's because the central gov- 
ernment, in an effort to restrain runaway 
capital spending by state-owned enter- 
prises, has slapped tighter limits on com- 
panies’ borrowings, in turn reducing im- 
port orders. 

A newly released World Bank report 
highlights concern that Beijing is reducing 
imports through administrative measures, 
not structural reform. Although the open- 
door policies of the 1980s have drastically 
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altered the export system, it said, “reform 
of the import regime has, by comparison, 
remained neglected.” By World Bank 
standards, that’s strong language. 

Given the rapidly widening trade defi- 
cit, it’s no surprise that authorities are re- 
luctant to relax import controls. Reducing 
tariffs and non-tariff barriers would only 
exacerbate their problems. As it is, says the 
World Bank, fully 50% of imports remain 
subject to some form of non-tariff barrier. 
Licensing requirements, quotas and other 
types of quantitative controls are the tar- 
gets of U.S. trade negotiators, one of whom 
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calls China's trade system a "capitalist ex- 
port regime with socialist import rules." 

The Clinton Administration has cau- 
tiously praised Beijing's efforts to comply 
with a bilateral 1992 market-access agree- 
ment, particularly last year's reduction of 
barriers to imports of industrial goods. Im- 
plementation of the accord is a rare bright 
spot in bilateral relations, but it could 
quickly disappear, says a U.S. diplomat, if 
China tries to reverse the process of trade 
reform. European backing for China's bid 
to enter Gatt this year might also wane if 
the continent's exports run into newly 
erected import barriers. 

China's recently reformed foreign-ex- 
change system may prove one such bar- 
rier. Beijing ended its dual-rate structure 
on January 1, and on April 1 launched an 
interbank network that partially replaces 
the old foreign-currency swap centres. 

While considerable confusion remains 
about the workings of the new system, it 
appears that domestic companies must go 
to banks to buy foreign currency. Foreign- 
invested firms, on the other hand, will con- 
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tinue using swap centres. Bankers say there 
were signs even before the interbank sys- 
tem was up and running that state bank 
branches were under orders to limit access 
to the foreign exchange that Chinese enter- 
prises need to buy foreign goods. 

China's trade prospects for the rest of 
the year will be governed by a number of 
factors. On the external front, the greatest 
imponderable is the U.S. threat to revoke 
China's preferential trade status, which 
comes up for annual renewal in June. Most 
observers expect pressure from American 
business lobbies to prevent concerns about 
human rights from derailing trade. 

If they do, however, China's exports to 
the U.S. could plunge by 42-96%, the 
World Bank report estimates, depending 
on how readily Chinese exports are substi- 
tuted by others. A World Bank economist 
says the likeliest impact would be at the 
lower end of that range, and internal U.S. 
Government studies reach much the same 
conclusion, says a U.S. official. Last year, 
China's exports to the U.S. surged 22% to 
US$31.5 billion. 

On the domestic front, Beijing's cam- 
paign to rein in fixed-asset investment by 
state enterprises will impact hugely on 
trade. "Before [first-quarter] figures were 
released, we would have expected the 
trade deficit to be bigger this year than 
last," says Benny Chiu, research manager 
for the Hongkong & Shanghai Banking 
Corp.'s China Services division. "Now it 
depends on what happens in the next two 
or three months." 

The danger — both from the point of 
view of restraining inflation, already at 
critical levels, and limiting the trade deficit 
— is that political pressure from the man- 
agers of cash-strapped state-owned facto- 
ries will force the central bank to loosen 
credit. State enterprises in the industrial 
heartland of northeast China have been hit 
by strikes in recent months, and the spec- 
tre of mass unemployment and worker 
uprisings haunts communist party leaders. 

Chinese economists acknowledge that 
containing the trade deficit will be an up- 
hill struggle. "From past experience, the 
beginning of a year is usually a period for 
more exports because commodities for ex- 
port, especially agriculture products, are 
abundant at the time," says Wang Huai- 
an, an economist with the Ministry of For- 
eign Trade and Economic Cooperation, 
quoted in the China Daily. 

Wang says imports usually rise steadily 
after the first two or three months of the 
year, during which enterprises and trading 
corporations draw up import plans. 

The customs administration has not yet 
released detailed figures on the composi- 
tion of first-quarter trade. If the decline in 
imports came in capital goods and indus- 
trial raw materials, it would be more sig- 
nificant than a reduction in agricultural 
raw materials or consumer goods. s 
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Don't Adjust Your Set 


Hong Kong stumbles in bid to become broadcast hub 


By Jonathan Karp in 
Hong Kong 


ven before Turner Broad- 
E casting System (TBS) for- 

mally decided in January 
to launch an entertainment 
channel for Asia, TBS executives 
began scouting office space in 
Hong Kong, the presumed 
home of the new service. TBS 
had vet to receive a licence to 
transmit its satellite signal from 
the colony, but given Hong 
Kong Government pledges to 
welcome international broad- 
casters, that seemed a mere 
formality. 

As TBS and other Western 
broadcasters are finding out, 
however, there is no such thing 
as a mere formality in pre-1997 Hong 
Kong. Legislation that would remove lim- 
its on foreign ownership of satellite-broad- 
cast — or uplink — licences is bogged 
down by Sino-British politics and transla- 
tion hassles. Interim arrangements have 
been promised but still aren't certain. 

Left in the lurch, TBS may have to make 
costly changes to the launch and market- 
ing strategies for its TNT & Cartoon Net- 
work, due to air in the fourth quarter of 
1994, Several other broadcasters might 
abandon Hong Kong and base their Asian 
operations in Singapore, foiling the colo- 
nial government's ambition to become a 

regional broadcasting hub. A touchy situa- 
tion is made worse by China's clampdown 
on unauthorised reception of foreign TV. 
Beijing, would not mind controlling the 
source of those nettlesome broadcasts, and 
it has leverage: broadcast licences that 
straddle the colony's 1997 handover re- 
quire China's approval. 

“I don't like the word PP | pre- 
fer ‘agree’,” says Lee Lap Sun, Hong 
Kong's deputy secretary for recreation and 
culture, who is central to efforts to revamp 
the colony's broadcast regulations. Before 
Hong Kong can approve specific licences, 
Beijing must bless a broadcasting bill that 
would consolidate laws governing the 
colony’s local-broadcast and satellite-TV 
operations. Government officials had 
planned to send the bill to the colony's Leg- 
islative Council this July. Now they're talk- 
ing about early next year. 

Difficulties translating the bill into Chi- 
nese account for part of the delay, but the 
main changes were determined months 
ago. Hong Kong has already presented 





Hongkong Telecom's land earth station at Cape D'Aguilar. 


major amendments to China but received 
no response. Meanwhile, the issue has 
slipped down the priority list. Frets a U.S. 
executive whose firm has applied for an 
uplink licence: “There doesn't seem to be 
any force in the government trying to 
move it along." 

How different from late last year, when 
Secretary for Recreation and Culture James 
So said his office was processing "half a 
dozen" uplink applications. He also en- 
dorsed plans by broadcasters to join StarTV 
in beaming their satellite signals around 
the region from Hong Kong. TV executives 
who have met So recently say the only ad- 
vice he offers now is: go lobby Beijing. 

For foreign broadcasters, the legisla- 
tion’s key provision is the removal of a 49% 
limit on foreign ownership of satellite- 
broadcast licences. The cap is not law, but 
is based on the licence issued to StarTV, 
founded by billionaire Li Ka-shing and his 
Hutchison Whampoa conglomerate. 
Rupert Murdoch’s News Corp. bought 
63.6% of the network but could gain just 
48% of the StarTV licencee. Li ultimately 
controls the satellite signal. 

“The framework was drawn up with 
only one licencee in mind,” says a Hong 
Kong official. “StarTV found the terms easy 
to accept, but foreigners have difficulty 
with the limitation.” 

Industry executives say the government 
began rethinking its policy after Television 
New Zealand (TVNZ) chose Singapore over 
Hong Kong as a base for what is now the 
Asia Business News channel. After months 
of talks on obtaining an uplink licence, TVNZ 
passed on Hong Kong, where it would have 
to cede control to a local party. Singapore 
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uses tax breaks to lure foreign broadcasters, 
which needn't establish uplink facilities in 
the same location as operations. 

Hongkong Telecom wants the uplink 
issue resolved because it could receive mil- 
lions of dollars in business from broadcast- 
ers likely to use its uplink facilities rather 
than building their own costly 
earth stations in Hong Kong — 
which StarTV has done. Tele- 
com presently has exclusive 
rights to transmit satellite sig- 
nals from Hong Kong, but 
these broadcasts must be 
encrypted to prevent free pub- 
lic reception. 

StarTV, which is exempt 
from using Telecom, beams its 
signal free to air. That means 

"it is very important for the 
competition to have the option 
of remaining unencrypted to 
ensure there is a level playing 
field," says media consultant 
Susan Schoenfeld. Hong 
Kong's government is consid- 
ering an interim measure that 
would allow Telecom to 
uplink free satellite signals so 
long as broadcasters ensure against offen- 
sive programming. Government officials 
say this amendment to Telecom’s licence 
will go to the colony’s cabinet in May, but 
broadcasters aren’t convinced. 

Short of getting an uplink licence this 
year, TBS would like to employ that amend- 
ment to transmit its TNT & Cartoon Net- 
work free for six months, hopefully hook- 
ing Asian audiences before encrypting and 
demanding a monthly subscription fee. 
“The worst-case scenario is that we encrypt 
from day one and lose that marketing de- 
vice,” says a TBS executive. 

China's power over Hong Kong's up- 
link policy is not the only thing worrying 
international broadcasters. Some privately 
express concern about the Chinese-owned 
APT Satellite Co., whose Apstar 1 and 2 sat- 
ellites are due for launch this year. APT 
wants the right to cut the signal in the 
event of offending programmes. 

APT, whose shareholders include an arm 
of Being’s Ministry of Post and Telecom- 
munications, wanted to apply Chinese 
broadcast regulations to Apstar customers. 
“We had a big fight about that,” says a 
U.S. broadcast executive. The two sides 
reached a vaguely worded compromise 
which says the applicable law would be 
that of the country with jurisdiction over 
the satellite. APT declined to comment. 

“At the end of the day, that country 
will be China, directly or indirectly,” the 
U.S. executive says. “We all decided we 
could live with that.” At this point, adds 
another executive wary of Hong Kong 
policy and APT: “There’s no reason to be 
nervous. And there’s no reason not to be 
nervous.” x 
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INDIA 
Tariff Cuts Planned 


The government said it would 
virtually eliminate import 
duties on edible oil, cotton and 
sugar in a move to contain 
inflation. Consumer prices rose 
an annual 10.5% in early April, 
up from around 7% in mid- 
1993. 


PepsiCo to Acquire Duke 


U.S. firm PepsiCo will acquire 
Duke & Sons, an Indian 
beverage producer that sells 
several brands popular in 
Bombay. The deal should give 
PepsiCo a 35% share of 
Bombay’s soft-drink market 
and its first bottling plant in 
the city. PepsiCo plans to help 
Duke expand sales of its soda 
water, lemonade and mango- 
flavoured drinks nationwide. 








SOUTH KOREA 


China Welcomes Cars 


China is expected to allow the 
import of South Korean cars 
from June, trade sources said. 
The move should end the 
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China's on the export lists, too. 


extensive smuggling of Korean 
cars by Chinese traders. 
Officials in Seoul estimate that 
about 20,000 cars — new and 
used — were shipped illegally 
to China during 1993. 


Telecoms Partners Named 
The Federation of Korean 
Industries invited four U.S. 
telecoms firms — PacTel, 
Southwestern Bell, Qualcomm, 
and GTE — to joina 
consortium to establish South 
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Korea's second cellular-phone 
network. The announcement 
comes after two years of 
intense bidding and 
controversy over an earlier 
award. The new system is 
expected to be one of the 
world's most lucrative mobile- 
phone networks. 





CHINA 
Accounting Problems 


Undervaluation of state assets 
and other questionable 
accounting practices have cost 
China some US$57.5 billion 
since 1984, says the official 
Xinhua newsagency. An 
official survey found that 67% 
of 10,000 state enterprises 
establishing joint ventures did 
not include their state-owned 
assets. 


Bond Backing 

Hoping to give treasury bonds 
an edge over other 
investments, Beijing has 
suspended approval of new 
domestic investment funds. 
The measure will not apply to 
Sino-foreign funds. China has 
more than 50 investment 
funds, with assets totalling 
Rmb 4.5 billion (US$517 
million), but only four are 
authorised by the government. 
Government bond sales have 
taken off briskly, while stock 
prices and volume have 
slumped. 

Foreigner-Free Cable TV 


China has barred foreign firms 
from setting up or operating 
cable-TV stations or entering 
joint ventures in the booming 
industry. The edict may force 
some Hong Kong firms to pull 
out of existing cable projects, 
and it is a blow to Western 
cable operators seeking entry 
into the Chinese market. 


JAPAN 
Sogo Boss to Resign 


Hiroo Mizushima, who built 
the Osaka-based Sogo into a 
major force in Japanese and 








New markets for Hanoi's rice. 
Southeast Asian retailing, will 
step down as president in May 
and take the largely 
ceremonial position of 
chairman, at the behest of the 
company's banks. The heavily 
indebted group, which will 
close one of its stores, said pre- 
tax profit slid 49% to Y1.9 
billion (US$18.4 million) in the 
vear to February. 


Video-Cassette Accord 
Fifty major electronics 
companies have agreed on the 
specifications of the next 
generation of video-cassette 
recorders (VCRs). The group, 
which included leading VCR 
and computer makers, hopes 
to avert the costly problems 
experienced when the 
analogue VCR was 

introduced a decade ago in 
two formats. Initial versions of 
the digital VCR, which boasts 
better picture quality, is 
expected to appear in stores 
next vear. 


TAIWAN 
Gatt Entry Assurance 


A senior Gatt official has told 
Minister of Economic Affairs 
P. K. Chiang that Taiwan's 
application to join the world- 
trade group should be 
accepted this year and should 
not be influenced by China's 
application to the body. 
Beijing has insisted that 
China be admitted before 
Taiwan. 
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VIETNAM 
Rice Exports to U.S. 


Vietnam exported its first post- 
embargo shipment of rice to 
the U.S., traders said. The 
16,000-tonne shipment is part 
of a recent contract between 
Vinafood Il and American 
Rice to send 90,000 tonnes of 
rice to the U.S. 


Breaking Ground 


'artners from Hong Kong and 
Vietnam held a ground- 
breaking ceremony for à 
US$12 million business centre 
in Ho Chi Minh City. The joint 
venture belongs to Jentower, a 
subsidiary of Hong Kong's 
Chiap Hua group, and 
Vietnam's Housing 
Development & Services Co. 


PHILIPPINES 
Credit Pending 


The IMF will hold a final round 
of negotiations on April 23-27 
in Washington on whether to 
make a US$650 million loan to 
the Philippines. Finance 
Secretary Roberto de Ocampo 
said approval is likely. 


Exchange Elects Leaders 


Robert Coyiuto, chairman of 
Oriental Petroleum & 
Minerals, was elected 
chairman of the Philippine 
Stock Exchange. Eduardo de 
los Angeles was re-elected 
president. 
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Sources of external aid in 
Asian urban transport, 
1980-89 







Other 
bilateral 5.8 


World 
Bank 32.3 


Other 
multilateral 2.9 


Total US$1.87 billion 





Source: World Bank 
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Economic Indicators, Selected Asian Countries 
Chi 






Australia Hong Kong x حسم‎ 


international Reserves (5) ۱ 
Latest US$11.53b (Feb) US$22.08b (Nov) US$28 9b (Dec 91) US$13.51b (Feb) US$11.37b (Jan) US$101 42b (Feb! US$27.25b (Dec) 
Year earlier US$9.61b US$23.28b n.a. | US$5.56b | US$10.88b | US$72.14b US$17 23b 





Exports (6) : 

Latest 3 months US$10.90b US$27.27b US$31.96b US$5.17b US$9.055í8! US$91.98b US$12.43b 
% change previous 3 months *3.5 4112 418 +32 4,4 0.6 12.3 

% change year earlier unchanged +17.5 47.3 $25.5 £3 «6.0 410 





Consumer Prices 

Base Jul 89-Jun 90-100 Dec. 1992-100 Oct 89-Sept 90-100(2) 1982-100 Apr 88-Mar 89-100 1990-100 1990«100 
Latest 3 months index average 109.8 {Jul-Sep} 116.8(11) {Dec} 141.0 (Dec-Feb) 262.0 {Oct-Dec} 151.0 (Dec-Feb) 106.5 (Nov-Jan} 115.3 (Nov-Jan} 
% change previous 3 months «0.5 na. 43 +25 445 +16 

% change year earlie +2.2 +8 43.5 











Consumer Price index A (3) M2 or currency plus bank deposits (4) To March (5) IMF definition of reserves minus gold except for Singapore. N 


“wo: 


i1) Official and other estimates of GDP (GNP in China & Japan for fiscal year) (2) 
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Interest Rates (96) 
Prime interbank interbank Interbank 








Apr, 18 lending 1 montht 3 monthst 6 monthst 





Britain 5.25 5.125 5.1875 5.3125 


US$4.79b (Jan) US$48.36b (Dec) US$20.71b (Feb! US$84.10b (Jan) US$25.29b (Feb) 
US$5.14b US$39.89b US$18.04b US$82.52b US$20.81b 








indonesia 18.00 12.25 12.75 13.25 





US$3.09b US$19.93b US$19.95b US$18.96b US$9.89b 
+3.1 x14 33.0 FA +3 Malaysia 7.20 4.50 4.50 5.15 


4124.8 +14.8 49.3 +48 411.4 





Philippines 18.00 13.00 129375 1250 







1988100 Sept 87-Aug 880 1990-100 1991-100 1986-100 
188.0 (Dec-Febj 116.9 (Nov-Jan) 126.9 (Jan-Mar) 108.8 (Nov-Jan) 137.1 (Oct-Dec} 
«2,5 411 42.7 +14 +0.6 

483 «2.8 «8.5 +3.5 +38 


South Korea ۳1220 


Thailand 10.25 9.00 8.00 2 








"Long term — "Short term ttMonetary Stabilisation Bond (1 year) 


: $8) fob (7) cit (8! Including petroleum (8) M3. {10} % change over past 3 months (11) One month Source: Official statistics tOfered rate Source: Telerate and Review Data 
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TOKYO 
Think Small 


he Japanese economy has lately shown 

signs of returning to life, but the 
Nikkei index of blue-chip stocks may have 
got a wee bit ahead of itself in the first 
quarter. The first section is now trading at 
70 times March 1996 earnings estimates. 
That's plenty optimistic for Shroff, espe- 
cially when there is little technical support 
to prop up the market. 

It is plenty optimistic for lots of foreign 
investors as well. Having powered the 
first-quarter rally among the big caps, they 
have started casting around for minnows. 
The timing is good; small-cap stocks tend 
to outperform at the first signs of a recov- 
ery. Despite an average 70 times March 
1995 earnings, the average return on eq- 
uity is 9%, far above the 3% for first-section 
stocks. Most of all, the new contours of the 
Japanese economy are being reflected first 
in the over-the-counter (OTC) market. 

This is particularly so when it comes to 
initial public offerings (IPOs), an area that 
almost has returned to normal after a sharp 
downturn in 1992, Fifty-five new com- 
panies listed on the OTC in 1993, account- 
ing for 61% of all iPOs. This year, Ichiyoshi 
Securities Research Institute reckons the 
number will jump to 100, a tally that com- 
pares favourably to the peak of the bubble 
years. So far in 1994, the batch has included 
finance companies, a funeral-parlour chain 
and an operator of cram schools. 

The recent IPOs have a number of 
things in common. Many are based out- 
side Tokyo and Osaka and have avoided 
some of the more debilitating effects of the 
collapse of the bubble economy. Many are 
involved in service industries that are be- 
ing deregulated. 

Unlike many bigger companies, the 
ranks of OTC joiners tend not to be weighed 
down by keiretsu ties and traditionally 
minded management. They aren't over- 
staffed. Nor are they burdened, in most 
cases, with excess capacity. As a result, 
argues Barclays de Zoete Wedd analyst 
Noburo Terashima, these firms "have been 
able to take advantage of deregulation and 
the changing environment much faster 
than their larger counterparts." 

Stripped of the purely speculative 
plays, the list of outperformers in the last 
few months tends to bear this out. They 
include consumer-finance companies like 
Acom, Promise and Sanyo Shinpan that go 
where stodgy Japanese banks fear to tread. 
There are also restaurant and snack chains 
like Yoshinoya D&C, Rock Field and 


SHROFF 








Sagami Chain, and discounters like Sari. 
A handful of nimble hi-tech firms have 
also been getting attention. IO Data Device 
and Melco, which make memory-expan- 
sion boards, graphics accelerators and 
other personal-computer add-ons, and 
Ascii, a software high-flyer of the late 
1980s, have roared ahead on their per- 
ceived ability to exploit niches one step 
ahead of big boys like NEC and Fujitsu. 
Even so, while the OTC looks attractive, 
it's still caveat emptor. Total OTC market 
turnover remains a mere 5% that of the 
Tokyo Stock Exchange, day-to-day volatil- 
ity isn't for the faint of heart, and the bank- 
ruptcy of one or more heavily leveraged 
OTC-listed firms could easily result in a 
sudden reversal. Even in the best of times, 
notes Kleinwort Benson Securities strate- 
gist Alan Livsey, the biggest problem isn't 
picking the stock with the best prospects 
so much as one you can get out of at the 
right time. m Jonathan Friedland 


HONG KONG 


Old Story 


he second batch of China shares will 
begin coming to market by June if all 
goes according to schedule. But the market 
is unlikely to give them the same rousing 
welcome accorded the first lot. "The China 
economic growth story is now stale," says 
Christina Koo, a vice-president at Morgan 
Stanley in Hong Kong. “The growth pros- 
pects are already in the market. We see 
more downside possibilities than upside 
possibilities at this point." 
On April 6, Guangzhou Shipyard Inter- 
national, one of the first of the so-called H- 
share companies to list, announced 1993 
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profits attributable to shareholders of Rmb 
111 million (US$13 million). The results 
came as a reminder that listing does not 
necessarily solve all the problems of a state- 
owned enterprise in China. 

True, profits were up. But accounts re- 
ceivable were up as well. Others owe 
Guangzhou Shipyard hundreds of millions 
of renminbi, all funded by short-term bank 
lines and by stretching out its own ac- 
counts payable. 

The growing pessimism extends be- 
yond China shares themselves to Hong 
Kong companies that not long ago were 
the beneficiaries of the China growth 
theme. In its most recent Investment Fo- 
cus, James Capel Asia removed Maanshan 
Iron & Steel from its model portfolio. It also 
removed Goldlion for fears of an earnings 
downgrade, according to Philip Niem, 
director of research. 

Such fears may have been based par- 
tially on the HK$69 million (US$9 million) 
loss that Giordano Holdings’ 20%-owned 
joint-venture company in China, Tiger En- 
terprises, reported for 1993 as a result of 
severe competition and high rents. 

“A year ago, Giordano stressed that 
China was a long-term investment," notes 
Jane Brooks, senior analyst at GK Goh Se- 
curities in Hong Kong. "Everyone was hor- 
rified by the losses, but it shouldn't have 
been a surprise. They were open about it, 
but the market bid up the stock anyhow." 

Similarly, MeesPierson Securities (Asia) 
issued a cautious note on Jardine Interna- 
tional Motor Holdings (JIM). "Last year, de- 
spite austerity, JIM's 49%-owned subsidiary 
Southern Star sold more cars [Mercedes- 
Benzes] in China than Hong Kong," the 
report notes. "However, we are not too op- 
timistic about Southern Star's 1994 results." 

Brooks believes the end of the China 
euphoria is a healthy thing. "Now people 
are beginning to look at China and subject 
it to the same analyses that other markets 
are subject to," she says. 

The question of who gets to list remains 
highly political. "Those who end up on the 
list are those who are connected and those 
who need funding," adds Brooks. "They 
are not always the best companies." 

The China Securities Regulatory Com- 
mission has played an activist role in the 
process, both in selecting the candidates to 
list in Hong Kong and deciding who gets 
to list them. "It isn't a free-market process 
at all," complains the head of an American 
brokerage's Hong Kong office. “The regu- 
lators should regulate according to rules, 
not according to whether you have bought 
enough Mercedes for them. To have the 
attention of serious players, they have to 
be serious." m Henny Sender 
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This space is 
reserved for 
Classified 
Advertisements 


Reservations should be 
addressed to: 


International Classified Manager 
Far Eastern Economic Review, 
GPO Box 160, Hongkong 
Tel: 5084473 
Fax: 5031537 


Business ` 


GLOBALNET 
COMMUNICATIONS 
CORPORATION 






GLOBALNET COMMUNI- 
CATIONS iscurrently seeking 
representatives throughout the 
Asian community to provide 
discounted international tele- 
communications services. 
These services include busi- 
ness int'l. long distance and 
worldwide int'l. calling card 
programs. For futher informa- 
tion and complete details 
contact: 

GLOBALNET 
COMMUNICATIONS 

910 16th St. $1010 

Denver, CO USA 80202 
Ph. (303) 893-9103 
Fax (303) 893-9106 











IMPORTERS/ 
DISTRIBUTORS 
WANTED 
Norwegian manufacturer of 
toiletries of HERBAL ORIGIN 
offers high quality and reason- 

able prices. 

Reply to: Kare Solem A/S 
Box 6241 Etterstad 
0603 Oslo — Norway 
Fax: +47 - 22 64 RÜ 65 


CONNECTION?? 

Let us assist you m developing your Busi- 
ness Venture in China!! Our experienced 
and operations ortented North American 
and Chinese Team can support you in 
areas such as: 
*Product Sourcing and Quality Control 
*Joint venture set up with long term 

support 
*Market research analysis 
*Investment opportunities 
* Interpretation 
For further inquiries, Please contact 
PACIFIC CanAsia DIRECTION LTD. 
By Fax at (852) 709 2980 Tel: 379 9562 
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your requirements: 


Appointments 
Business Equipment 
Business Opportunities 
Business Services 
Conferences & Exhibitions 
Courses & Seminars 
Education 
Fellowships 

. Hotels & Accommodation 


Investment Opportunities 
Notices 

Personal 

Property 

Positions Wanted 
Publications 

Residential Schools 
Universities 
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RESEARCH FELLOW, 
EAST ASIAN SECURITY 


This essential research tool also includes a cumulative 
annual edition. End hours of needless searching. Subscribe 
now and receive your Review Index four times per year, 
Nig eens the cumulative annual at 65 per yu. 


The Far Eastern Eeonomic Review, G.P. 7 Box 160, Hong Kong ho 
Fax: nde 503- 1549. Phone: pce i Telex: ae REVCD 
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INTERNATIONAL, 
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With the appointment of Gerald Segal as Co-ordinator of the ESRC Initiative on Pacifie 
Asia, a position will be available at the International Institute for Strategic Studies in 
London from 1 September 1994 for a three-year Research Fellowship on East Asian 


The successful candidate will have demonstrated expertise in East Astan security issues. 
Academic applicants are expected to hold a relevant doctorate and have written policy- 
oriented publications in East Asian security and strategic studies, Those with experience 
in government, international organisations or journalism should also apply. Strong 
analytical capabilities and excellent writing skills in English are essential. Knowledge of 
an East Asian language is expected. Salary in the region of £26,000, 


Responsibilities include : writing; helping with the superv ision of HSS Research Associ 
ates; organising workshops; and briefing visitors, Corporate Members and the media. 


Please write or fax, enclosing CV, the names of two referees and an outline of the talents 


Dr Gerald Segal, International Institute for Strategic Studies, 
23 Tavistock Street, London WC2E 7NQ, UK. Fax : (44)71 836 3108, 








FREELANCE JOURNALISTS 


Freelance journalists with knowl- 
edge of Agriculture and/or Food 
industries in Asia/Pacific are in- 
vited to submit their resume and/ 
or sample copies of articles writ- 
ten in this field. 


Please telephone or send/fax 
details to : 


Michael Hobbs; Agra Europe 
(London) Ltd; 25 Frant Road; 
Tunbridge Wells; Kent TN2 5JT; 
England; Tel : +44 892 533813; 
Fax + 444 892 544895; 

Telex : 95114 AGRATW G 








When you need important informa- 
tion, you invariably want it fast and 
accurate. The Review Index enables 


rapid access tothe mostrespected Asia | 
Pacific information source: The Far T 


Eastern Economic Review, Everything 
published during the preceding quar- 
ter, by country, subject and date is 
detailed in the Review index. 
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By Jon Miller 


ohn Wamsley has taken the laws of 

nature into his own hands. In the proc- 

ess he has raised the hackles of Aus- 
tralian environmentalists, land developers, 
wildlife officials — and cat owners. 

Wamsley, a 56-year-old former math- 
ematician, is known for his success in 
breeding platypuses in captivity, some- 
thing nobody else has been able to do 
since the 1940s. In early 1993 a third platy- 
pus was born in his private, 14-hectare 
Warrawong Sanctuary in the hills east of 
Adelaide. 

Wamsley's unorthodox, profit-making 
approach to wildlife conservation has 
given new hope to platypus partisans. It 
has also helped focus debate in Australia 

and elsewhere on the role private enter- 
prise can play in the protection of endan- 
gered species. "Conservationists hate me 
because I’m a developer, and developers 
hate me because I'm a conservationist,” 
says Wamsley in an interview in Warra- 
wong's crowded restaurant, from where 
diners gaze at an aviary stocked with New 
Holland Honeyeaters, Rainbow Lorikeets 
and other colourful birds. 

Wamsley's suburban neighbours know 
him as a raggedly dressed, sometimes-bel- 
ligerent eccentric who bought an old dairy 
farm in 1969 and stocked it with kanga- 
roos, wallabies, phascogales, possums, ban- 
dicoots, potoroos, bettongs and other ani- 
mals that were once native to the area. To- 
day many of those neighbours believe the 
sanctuary, which opened to the public in 
1985 and attracted 40,000 visitors in 1992, 
has kept down local real estate values. 

Government wildlife officials dismiss 
Wamsley as a noisy zealot whose overall 
contribution to Australia's fauna conserva- 
tion has been slight. They also object to his 
illegal extermination of cats and other wild 
but non-native animals on his property. 

Conservationists say Wamsley’s sanctu- 
aries — he also runs a 1,200-hectare refuge 
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A Cat in the Hand 





Eccentric eco-activist stirs controversy among 
government officials and pet lovers 


in eastern South Australia, and two more 
are slated to open later this year — are 
more like zoos than natural wildlife habi- 
tats. They point to the electric fences that 
have been built along the perimeter of the 
reserves to keep out cats, foxes and rabbits. 
Artificial streams and ponds have further 
been constructed, and thousands of native 
plants have been re-introduced. 

Other environmentalists are uncomfort- 
able with Wamsley’s profit-making orien- 
tation, which they say deflects attention 






Wallabies at Warrawong Sanctuary in South Australia. 


from the government's responsibility to 
spearhead conservation efforts. But his 
most vocal critics have been cat owners, 
who bristle at his well-publicised crusade 
against their favourite pets. Wamsley is 
known to wear a hat made of a dead cat, 
and the Warrawong Sanctuary gift shop 
sells catskin blankets and bumper stickers 
saying, “The Only Good Cat is a Flat Cat." 
The soft-spoken Wamsley pulls no 
punches in denouncing his detractors. Ac- 
cusing the gov ernment y^ gross negligence, 
he cites the loss of 20 mammal species since 
the country was settled 200 years ago. "We 
have the worst animal conservation record 
of anyone in the world," he says. 
Wamsley also rejects most environmen- 
tal activists as dreamers, opposed in prin- 
ciple to private enterprise and more inter- 
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ested in talk than action. He even claims 
that some have resisted attempts to save 
endangered species because they have 
staked their careers and reputations on 
spreading doom. But he reserves his most 
venomous attacks for cat owners, whom 
he condemns as selfish and short-sighted. 

"There are plenty of people who think 
they should be allowed to molest little chil- 
dren," he snaps when asked whether 
merely owning a cat should be illegal. “Just 
because they want to do it doesn't mean 
its right." 


iologists say feral cats 
pose the most serious 
threat to wildlife in Aus- 
tralia, where native carnivorous 
animals are rare and the human 
population is relatively small 
and concentrated in urban areas. 
To Wamsley, the persistence of 
the cat problem reflects both a 
failure of will and a lack of 
accountability on the part of 
government. Like a growing 
number of environmental entre- 
preneurs, he thinks the private 
sector is better suited to results- 
oriented initiatives such as saving endan- 
gered species. 

While Wamsley says his mission is to 
“save Australian wildlife” and not to get 
rich, he has been a shrewd and successful 
businessman. Warrawong grossed about 
US$350,000 in entry fees and nursery, res- 
taurant and gift-shop sales in 1992. And its 
parent company, Earth Sanctuaries, is val- 
ued at over US$4 million. 

Wamsley is seeking to attract more in- 
vestors, purchase large tracts of land in 
other parts of Australia and eventually to 
list the company on the stock exchange. 

The rationale behind the business is 
simple. “We're losing our wildlife because 
of a lack of management,” he says. “As 
soon as land gets taken over by the gov- 
ernment, all management ceases.” m 


JHOOWYH NIAJN 





APRIL 28, 1994 





ON YOUR NEXT TRIP 
YOU CAN DECIDE WHICH 
DIRECTION TO GO IN. 


v TES ا‎ P, / \ 








Wes tern Diner Manu 
一 -一 一 


سے 


e astern ا‎ n Mena 
-一 





ROM D or رم‎ e 


Mutton: cooked with ae rit 
Barbagued ( Cliche Moti 
Biryani Kica 


Rice cooked in mok: 


M ors D OS 


—YwTa a — 


Grilled Sup reme of Chicken 


Chicken breast c LAF in muthroom and white 7۶ 


Ja Jish. 


served with 


2 oasted Prtatoes 
Minted Bas 
and Vichy Carrots 


Accompaniments 


ouguetiere Saka 


_ ان‎ dreing 


Macha Gateau 
kesad basket 


— — — r 


mb, Sputt 


0۱ “Sl; 
ea Coffe or Green ky e, 


2 ^ 











Vould VUL rather qo Í ast 1 Wí st 2 We alwavs aive vou a t holt e ot ho! sumptu lus lun h ind dinner cuisines 
i the wol ire visiting 


4 j . - : 
on out | qnts, no ۹ which ol 11 Le ILIO DH dt al ns I ae) ( uni es 1. LJ 
| | | | í ; | ' i ۹ 
lantalisinaly spicy eastern dishes. Or wholesome, hearty western food. Decisions, 6)۱ - c Ms. DIA 


' ' بعد‎ Pakistan International 
ther reason to OOK at us NOW Great people to fly with 


Oir- THe 3 NA fan hospitality The best of Cantonese cuisine. 


š k لی‎ 
Ú 











网 


| 


"m 


a 














SHANGRI-LA 


HOTELS aad RESORTS 


For reservations, call your travel consultant or the Shangri-La in your city š 
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